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Our Black Book series on Fortune.oom asks oonoierges around the world to plan a 
perfeot day in their oity. This month we spoke with Salvatore Marasohio of the Roooo 
Forte Flotel de Russie in Rome. “I wasn’t expeoting Salvatore to be so full of life, so 
funny— loaded with amazing looal tips,” says Adam Erase, who interviewed Marasohio 
for an hour on the phone. “He was the best oonoierge I’ve interviewed for this series. He 
knew exaotly what I wanted.” With a subjeot like Rome, it’s not hard to please. “It’s one of 
my favorite oities in the world,” Erase says. “It’s so big that you oan go there six times and 
have six entirely different experienoes. And the food is amazing. The beer soene is orazy.” 
Read: fortune.com/apr2015-sb 



There is no fear in Silicon 
Valley right now. A complete 
absence of fear.” 

— Bill Gurley, investor Read: fortune.com/apr2015-pq 
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Who was bold 
this month? 


A. Howard 
' SchuKz. The 

< Starbucks CEO 

encouraged 
his company’s 
baristas to 
discuss race 

customers. (The 
move sparked much criticism.) 
Read: fortune.com/apr2015-bl 


FORTUNE FIVE 

FIVE WAYS 

PowerToFly president 

Katharine Zaleski 

betrayed mothers 
she worked with: 

irp Questioned one woman’s 
h-' commitment when she 
didn’t join a last-minute 
drinks outing. 



INTERNATIONAL 

FRANCHISE 

ASSOCIATION 


At odds: A $15 minimum-wage law 

Read Claire Zillman’s coverage: fortune.com/apr2015-vs 


CITY OF 
SEATTLE 


+ 

FORTUNE’S 

WHEEL 

We’ve never been 
one to turn down a 
social engagement, 
and this month 
brought two. Follow 
us on Snapchat 
(fortunemag) 
and Meerkat 
(©FortuneMagazine) 
for in-the-moment 
ephemera. 


2 Stayed silent when a 
colleague suggested she 
fire a woman before 
she “got pregnant.” 

2 Hahitually scheduled 
last-minute meetings at 
4:30 p.m.— prime day-care 
pickup hour. 

. Let a male colleague grill 
a mother of three about 
time management during 
a job interview. 

g Decided to abandon a 

® collaboration because the 
partner in question was 
“too much of a mother.” 

Read why (and her apology): 
fortune.com/apr201 5-ff 
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The Obama 
Leadership Lacuna 



I GREW UP AT A TIME when the President of 
the United States was routinely, and without 
irony, referred to as “the Leader of the Free 
World.” So it is disturbing to publish a list of 

I the World’s Greatest Leaders that, for the see- 

ond year in a row, exeludes the eurrent Presi- 
dent (see page 59). 

This isn’t a politieal statement. Fortune, like 
most of its readers, eelebrates praetieal sueeess, 
not ideologieal rigor. My own polities are mUi- 
I tantly eentrist, and I have a presidential voting 
J reeord that has rieoeheted between parties as 
their standard-bearers have alternately sedueed 
and disillusioned. I voted for Baraek Obama in 
2008 largely beeause of his eall to unite blue 
states and red states behind a polities of hope. 
But it hasn’t happened. At home our polities are 
as divided— and our federal government is as 
dysfimetional— as they were when he took of- 
fiee. Abroad, the reeord is worse. Many wise foreign-poliey analysts believe the President’s publie 
walfling on Syria not only fed the terrorism of the Islamie State, but also emboldened thugs around 
the world— notably Vladimir Putin (see page 84). The President has dismissed their eritieism by 


Our Advisers 

In compiling this year’s 
list of the World’s 50 
Greatest Leaders, we 
gathered advice, fittingly, 
from more than two doz- 
en of the world’s best 
minds— including for- 
mer Fed chief Paul Vol- 
cker, American Express 
CEO Ken Chenault, Har- 
vard professor Rosa- 
beth Moss Kanter, tech 
entrepreneur Peter Thiel, 
Chinese businessman 
Zhang Ruimin, former 
German Defense Min- 
ister Karl-Theodor zu 
Guttenberg, and Indi- 
an businessman Anand 
Mahindra. Their sugges- 
tions were invaluable, but 
the editors oi Fortune ac- 
cept full responsibility for 
the final list. 


Paul 



saying he is “less eoneerned about style points.” But when it eomes to leadership, style matters. 

In his book On Becoming a Leader, the late Warren Bennis said the differenees between lead- 
ers and managers are “the differenees between those who master the eontext and those who 
surrender to it.” It’s a good distinetion. Faeed with diffieult eireumstanees. President Obama 
has surrendered. 

Defenders of the President will argue that he had no ehoiee. Rising partisanship, inereased 
publie eynieism, and an unrelenting 24-hour, soeial-media-driven news eyele have made leader- 
ship at home all but impossible. And a multipolar world without effeetive multilateral institutions 
makes leadership abroad equally problematie. 

But at Fortune we don’t buy this argument. Nor do we share the “Where have all the leaders 
gone?” lament. With the help of a distinguished group of advisers, we have identified more 
than 50 women and men who have demonstrated superior leadership on the world stage, in 
government, business, nonprofits, and the arts. To be sure, most of them haven’t faeed the kind 
of eomplex politieal and geostrategie ehallenges that Presi- 
dent Obama faees. But eaeh, in his or her own way, has been 
through the erueible of leadership and triumphed. Eaeh 
has mastered eontext. Together, their stories give us hope. ^ 

Where have all the leaders gone? You’ll find them in 
these pages. 

ALAN MURRAY 
Editor 
@,alansmurray 
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ITS NOT JUST 
STREETLIGHTS. 
ITS ABOUT A 
OECOMMUNITY" 




GDIS JONES 

CEO, PUBLIC LIGHTING AUTHORITY OE DETROIT 


At one point, 40 percent of streetlights in Detroit didn't work. 

This made life even more difficult for a city that was already struggling. 

The Public Lighting Authority of Detroit devised a plan to reilluminate 
the city. But finding a bank to finance the project during Detroit's bankruptcy 
was challenging. Citi stepped up and committed its own capital, which 
encouraged other investors. So far, thousands of new LED lights have been 
installed, lighting the way as a model for similar projects around the world. 

For over 200 years, Citi's job has been to believe in people and help 
make their ideas a reality. 

citi.com/progress 
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ADVERTISEMENT 


Your personal shopper 
is about to get a lot smarter, 


Shopping should be fun. You shouldn’t have to 
wade through a million things you don’t want in 
order to find the one you love. And you shouldn’t 
have to worry about whether your payment 
information is going to wind up in some hacker’s 
sweaty hands. 

Shopping Customized to You 

Have you ever felt the frustration of not finding the 
product you really wanted? What you need at a 
time like that is a personal shopping adviser. 

Soon, you’ll have one. 

In the shopping scenario of the future, 
sophisticated IT technology will not only have 
access to your purchase history, but will also 
be able to analyze all kinds of other related 
information. This technological evolution will give 
you recommendations such as “Your boyfriend 
is sure to like this dress,” “It’s a good match in 
color with something you own,” and “You’ve 
spent too much today, but at this price you can 
still afford it.” It would be as if your own personal 
shopping adviser were following you around, 
ready to consult with and recommend things you 
may never have considered. 

Taking customization to a whole new level, there 
will even come a time when products won’t be 
stocked at retailers or warehouses; they’ll be 
created on the spot, at stores or in your own 
home, by 3D printers. You’ll be able to choose 
the perfect outfit and have it in your hands in no 
time at all. You’ll be stress-free and hands-free. 


Making Payments Safer and Simpler 

Complicated payment systems are already 
becoming relics of the past. Signatures, 
passwords, even fingerprint identification will 
be superseded by even more sophisticated and 
secure authentication systems such as biometric, 
voice and iris recognition -yoiv yoivrse/f will be 
directly connected to your bank account - so you 
can get on with your shopping without giving a 
second thought to whether your payments are 
secure. Wherever you shop, you won’t have to 
take cash or cards out of your wallet, and you 
won’t have to worry about loss or theft. 

NTT DATA, one of the world’s top IT service 
providers, has long offered a range of innovative 
solutions. For example, in the field of banking 
systems, their credit card transaction network 
connects retailers, credit card companies and 
financial institutions all over Japan. And by 
improving big data analytics and authentication 
technology for applications such as wearable 
devices, NTT DATA is bringing the future of 
shopping to life today. 

Predicting the Future 

NTT DATA predicts trends in technology and 
publishes findings in NTT DATA Technology 
Foresight. By envisioning the future, NTT DATA 
offers innovative solutions to people all over the 
world. 
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Everything we do best. 

All under one panoramic sunroof 

The new Volkswagen Touareg TDI® Clean Diesel. Let the sun shine down through the available 
panoramic sunroof*on every luxurious detail in the new Touareg, the pinnacle of German craftsmanship. 
Get comfortable in its 8-way power-adjustable heated front seats and enjoy available new features, 
like Lane Departure Warning, Autonomous Emergency Brakingf*and Adaptive Cruise Control - all of 
which help offer the invaluable amenity of more confidence on the road. It’s everything we’ve perfected, 
perfectly combined. Isn’t it time for German engineering? 



Dot Aulo. 


vw.com 


'Available only on select trims. **Do not rely solely on Front Assist with Autonomous Emergency Braking. It is designed to help minimize the effects of certain collisions and is not a 
substitute for attentive driving. This feature has important limitations; see Owner’s Manual for further details. ©201 5 Volkswagen of America, Inc. 
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CLOSER LOOK 


A lot of people want to be President, but it won’t eome 
eheap. Here, our breakdown of the eost to launeh a 2016 
eampaign. (It’s more than you think.) 


ANTE UP 


An array of pols 
were on offer 
at February’s 
Conservative 
Political Action 
Conference. 


« THE REPUBLICAN PRESIDENTIAL PRIMARY is already shaping up to be a sprawling 

S free-for-all. More than a dozen potentially serious eontenders and eounting have 

H already joined the serum— popping up in early states, snagging operatives, and 

i wooing donors. But only a handful will still be standing a year from now after 

rt the first burst of eontests. Surviving will require, among other things, a little luek 

^ and a lot of money. 
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The answer eomes with an elephant-size asterisk, sinee so mueh of what determines the outeome is 
unknowable. Consider the involvement of Super PACs. Those loosely regulated outside groups rattled 
the OOP’s 2012 primary by empowering a few billionaires to prop up the bids of moribund eandidates 
who exhausted their own resourees. They’ll play an even greater role this time around, tipping the 
playing field unpredietably. Nevertheless, the pols angling to earry the toreh for the business wing of 
the party (think former Gov. Jeb Bush; his protege. Sen. Mareo Rubio; and Gov. Chris Christie) must 
cobble together a daunting number of four-figure checks for their official campaign organizations simply to meet the competi- 
tion’s de facto ante. To put some hard numbers on what it takes to get through the first four states (the only ones on the calendar 
so far). Fortune surveyed leading party strategists, fundraisers, media consultants, and the historical record. This is our field 
guide to the punishing, and expensive, crucible of the Republican presidential slugfest’s opening round. 



STARTUP 
COSTS 

$10 million 

Before the cam- 
paign even starts, 
the first step of any 
operation is setting 
up a headquarters. 
And it’s not cheap. 

Although cam- 
paigns run more like 
franchises in the pre- 
election year, with 
candidates looking 
to shovel most of 
their resources out 
to the states hosting 
the first contests, 
they still need a 
physical home base, 
along with a nucleus 
of staff to formulate 
policy, strategy, and 
message. To get 
the whole opera- 
tion started, figure 
$5 million for that 
overhead, and 
another $5 million 
for the campaign’s 
other major early 
expenditure- 
all the costs associ- 
ated with raising the 
money itself. 


IOWA 


NEW 

HAMPSHIRE 


SOUTH 

CAROLINA 


NEVADA 


Total spent 
for setup: 

$10 million 


j $8 million i $12 million $6 million i $4 million 

^ Irk (Sn i I "tri (uil ^ • Irk (uiG 1 


to $10 million 

Iowa Republicans 
aren’t impressed by 
lavish campaigns. 
The object here 
for Establishment 
contenders is to 
manage expecta- 
tions, place respect- 
ably, and live to fight 
another day. Former 
Pennsylvania Sen. 
Rick Santorum won 
the state’s 201 2 
caucuses on a hard- 
right message and a 
shoestring budget, 
spending less than 
$1 per vote on televi- 
sion advertising. But 
compare his ROI 
with that of Texas 
Gov. Rick Perry, 
who spent roughly 
$300 per vote and 
finished fifth. De- 
spite Iowa’s modest 
media markets, 
campaigns will need 
to spend more to 
be heard above the 
din of the field at its 
most crowded. 


Total after Iowa: 

$18 million 
to $20 million 


to $15 million 

Campaigning in tiny 
New Hampshire is 
surprisingly pricey. 
And for that, can- 
didates can thank 
Boston. They’ll need 
to buy time in the 
city, the seventh- 
largest media mar- 
ket in the country— 
its airwaves are 
three times as 
expensive as those 
in Iowa— to reach 
the population cen- 
ters in the southern 
part of the Granite 
State. In 201 2, Mitt 
Romney, a part-time 
New Hampshire 
resident, romped in 
a subdued contest. 
But with no favorite 
son making the race 
this time, expect 
a livelier, costlier 
battle. 


Total after New 
Hampshire: 

$30 million 
to $35 million 


to $8 million 

The primary calen- 
dar isn’t locked in 
past New Hamp- 
shire, but after that, 
the race is likely to 
head south, where 
South Carolina will 
offer something of a 
reset. The first two 
contests will prob- 
ably have squeezed 
at least one of 
the more centrist 
candidates from the 
race. (Former Utah 
Gov. Jon Huntsman 
dropped out in 201 2 
after a disappointing 
third-place finish in 
New Hampshire.) 

If past is prologue, 
others will limp in 
broke and looking to 
their Super PACs to 
float them. 


Total after 
South Carolina: 

$36 million 
to $43 million 


to $7 million 

Running just one 
month of TV ads 
here costs roughly 
$2 million, but Ne- 
vada’s caucus draws 
a twentieth as many 
people as the South 
Carolina primary, so 
the contest favors a 
strong ground game. 
It’s a moment a big 
dog could exploit to 
begin shutting the 
door (see: Romney 
201 2). It may also 
present an opportu- 
nity for a well-orga- 
nized, underfunded 
contender to shine. 
The early strength 
of the field sug- 
gests nothing will be 
settled so soon, and 
we’re in for a longer 
and pricier slog. 


Total spent to get 
off the ground: 

$40 million to 
$50 million— ^ 
and counting 


A 
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Saving People 
Money Since 1936 


... that’s before there 
were photocopi ers. 

GEICO has been serving up great car insurance and 
fantastic customer service for more than 75 years. Get a 
quote and see how much you could save today. 

geico.com | 1-800-947-AUTO | Local office 










1 

1 



1 1 



Some discounts, coverages, payment plans and features are not available in all states or all GEICO companies. GEICO is a registered service mark of Government Employees Insurance 

Company, Washington, D.C. 20076; a Berkshire Hathaway Inc. subsidiary. © 2015 GEICO 
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INEQUALITY 

FORAYS 
IN THE 1% 

By definition, most of us 
aren’t in the one percent— 
at least not right now. But 
at some point one in 1 0 
households will spend at 
least one year in that much- 
maligned earning bracket. A 
recent study by sociologists 
Thomas Hirschl of Cornell 
University and Mark Rank 
of Washington University 
shows that American in- 
come distribution is remark- 
ably fluid, with households 
cycling in and out of the top 
brackets more frequently 
than populist rhetoric might 
suggest. That statistic 
cuts both ways, though. 
More than half of Americans 
will experience at least one 
year of poverty too. 

—Chris Matthews 



53% 


7D% of households 
will spend at least one 
year among the top 
2D% of earners. 






;nt 


11% of households 
will spend at least 
one year among the 
top 1% of earners. 


7% of households 
will spend 10 years 


YEAR 


2 

YEARS 


Time spent ^ 
in income hraekets 


3 

YEARS + 


4 

YEARS + 


5 

YEARS + 


10 

YEARS + 


sr/o 



The Apple Watch 
Might Actually Be 
Good for Switzerland 


Famed Apple design chief Jony Ive 
thinks his company’s new watch will 
decimate the Swiss timepiece indus 
try. But maybe not: “Everything 
that makes millions of people 
more open to putting something 
on their wrist” will ultimately sell 
more watches, says Nick Hayek, 

CEO of Swiss icon Swatch. A 
fashionable $17,000 Apple Watch 
could actually be a gateway drug 
to, say, an elegant $43,000 Patek 
Philippe. Plus, when’s the last time 
an Apple product came with a lifetime 
guarantee? —Robert Hackett 


OUTRAGE FODDER 

TAX PREP BLUES 

Filing taxes costs Americans 
6.1 billion miserable man-hours 
each year. The process is so g 

complex that it has produced a g 

$10.1 billion, 320,000-employee- g 

strong tax-preparation indus- s 

try— a behemoth now fighting to " 

stay that way. Led by H&R Block 
and TurboTax maker Intuit, tax s 

companies have spent more than s 

$30 million on lobbying in the » 

past five years. Some of that is | 

aimed at squelching proposals for > 

a simpler filing system in which » 

the IRS would prefill tax forms by 3 

default— a program that’s popular ” 

in Europe but could whack tax- g 

preparation businesses stateside. 3 
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THE RISEOFTHEJET CARD 

In the private-aviation world, the eard model is supplanting plane 
ownership. Should you join the elub? By Daniel Roberts 


JET CARDS HAVE BECOME THE 
newest status symbol, similar to 
owning an Apple Watch Edition. 

As plane sharing develops into 
a fast-growing segment of the 
private-aviation industry, old and 
new companies alike are offering 
memberships, apps, and flexible 
options to make private planes 
increasingly affordable for busi- 
ness travelers. 

The concept is simple: A jet 
card provides access to private 
planes for a flat fee, usually for 
a set number of hours. Unlike 
fractional ownership, the once- 
popular air travel equivalent to 
a timeshare, jet cards are similar 
to Zipcar and Spotify: You don’t 
need to ovm a plane— even 
partially— to use it. You just won’t 
always fly on the same aircraft. 
And as jet cards gain traction, 
shared ovmership is on the 
decline. One example, in 2013, 
Bombardier sold off Flexjet as 
customers began turning away 
from shares and toward cards. 
Now Flexjet also offers a card 
system, called Flejget 25. 

The options are dizzying as 
more companies get into 
the game. The current 



founded by Kenny Dichter in 
2001 and sold to Berkshire Hath- 
away’s NeUets in 2010. Marquis 
charges just over $100,000 for 25 
hours of flight time (far less time 
than is needed by a typical globe- 
trotting CEO). Now Dichter’s 
newest venture is Wheels Up, a 
more exclusive club model aimed 
at celebrities and athletes. 

Magellan Jets, the charter 
operator, has created a 25-hour 
card and also has a “build-a-card” 
option. New apps like JetSmarter 
and BlackJet (started by an Uber 
co-founder) show you open seats 
on private planes for a single 
flight, a la Kayak. 

Despite all the new options, 
some critics have expressed doubt 
about whether such businesses 
can charge so little and survive. 
“There are, like, 50 different ways 
to try to skin the cat now,” says 
Drew Callen, president of Boston 
JetSearch, “and many are inter- 
esting but complicated.” 

The appeal of a jet card is obvi- 
ous: Even if you can afford to ovm 
a plane, why buy one if you could 


5,000 

The number of 
airports in the 
US. that can 
accommodate 
small, private 
planes vs. 
the 500 that 
serve only 
commercial 
aircraft. 


save money by using someone 
else’s? The deciding question is: 
How many hours a year will you 
fly? If it’s under 200, ovmership 
doesn’t make sense. The average 
full or fractional owner of a plane 
travels 400 hours a year. 

For jet owners, the trend is 
creating new opportunities. Any- 
one ’with a plane can create a jet 
card program, and many are— 
from big, national players like 
NetJets to regional outfits, which 
are sometimes just an individual 
selling blocks of time on his ovm 
plane. In some cases you can now 
get a 10 -hour card for less than 
$50,000. Research Arms JetNet 
and Argus count eight major 
jet card providers, from Flejget, 
Marquis, and Delta PrivateJets to 
dozens of smaller operators. 

The reason for the popular- 
ity? Jet cards target a large 
population of travelers who are 
on a budget. “I can’t even see, 
today, why a business guy needs 
to own his ovm aircraft. For 
the majority, ad hoc charter is 
sufficient, and if they owned an 
airplane, it would bankrupt 
them,” says private-aviation 
consultant Richard 
Ziskind. “I think these 
hybrid programs are 
going to become 
the dominant 
product.” fa) 
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Is your portfolio TOO LOCAL 


for a GLOBAL ECONOMY? 


100 % 

of the time, over the past 
30 years, the top-performing 
equity market has been 
outside the U-SJ 


80 % 

of global GDP comes 
from non-U. S. countries. 



26 % 

of the world’s publicly 
traded companies are 
based in the U.S.^ 


Diversify your portfoiio with Fideiity internationai funds. 



FDIVX 

FIDELITY® DIVERSIFIED INTERNATIONAL FUND 

FIGFX 

FIDELITY® INTERNATIONAL GROWTH FUND 

FIVFX 

FIDELITY® INTERNATIONAL CAPITAL 
APPRECIATION FUND 


Fidelity has more than 400 research professionals 
around the world bringing you smart investing ideas. 
Get our full perspective and fund details now. 



Fidelity.com/opportunity 

800.FIDELITY 


Before investing in any mutuai fund, consider the investment objectives, risks, charges, and expenses. Contact Fidelity for 
a prospectus or, if available, a summary prospectus containing this information. Read it carefully. 

Past performance is no guarantee of future results. 

Stock markets are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or economic developments. 

Foreign securities are subject to interest rate, currency exchange rate, economic, and political risks, all of which are magnified in emerging markets. 

^Source: MSCI All Country benchmark returns 1983-2013. 

^Source: Gross domestic product based on purchasing-power-parity (PPP) share of world total. IMF, Haver Analytics. 

^Source: FactSet as of 11/30/2013. Data presented for the MSCI AC World Index, which represents 44 countries and contains 2,436 stocks. The index is 
not intended to represent the entire global universe of tradable securities. 

Fidelity Brokerage Services LLC, Member NYSE, SIPC. © 2014 FMR LLC. All rights reserved. 675573.1.0 
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FINANCE 

Pity the Poor 
Investment Banker 


Recent travails aren’t 
post-crisis doldrums. 
They’re the new normal. 
By Stephen Gandel 


INVESTMENT BANKERS used to 
rule the world. Now J.P. Morgan 
chief Jamie Dimon has to explain 
to investors why the bank is even 
in that business anymore. (It’s still 
a service that clients need, he said 
during a call in January.) 

How times have ehanged. 

Over the past year the indigni- 
ties mounted for banks’ onetime 
profit eenters. The leading 
person to sueeeed Dimon at J.P. 
Morgan, Gordon Smith, runs 
eonsumer banking. Swiss giant 
Credit Suisse’s new CEO eomes 
from insuranee. Many large 
European banks are getting out 
of investment banking eom- 
pletely. And the ultimate insult: 
Wells Fargo and U.S. Bank, onee 
derided for sticking to straight 
lending, are now more profitable 
than lords of finance Goldman 
Sachs and Morgan Stanley. 

The irony is that these should 
be good times for Wall Street. 
Mergers and IPOs are back. Stock 
indexes are at all-time highs. Ac- 
tivist investors are launching hos- 
tile takeovers. And yet the Street’s 
profit machine seems broken. 

The average bank has a return 
on equity of 8% these days, down 
from 18% before the financial 
crisis, according to RBC Capital 
Markets. Much of the drop has 
been in investment banking. 

Regulation has a lot to do with 
that, pushing the big banks out of 



Return on 
equity 
for the 
investment 
hanking 
seetor 
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Wall Street’s most profitable (and 
riskiest) businesses. Leverage has 
long been key to big investment- 
banking profits, but new capital 
rules and stress tests make it hard 
for the big banks to borrow. Low 
interest rates and never-ending 
lawsuits haven’t helped. 

Just after the crisis, bankers’ 
malaise seemed temporary. Seven 
years later the famed $20 million 
bonus checks have vanished, but 
there is no shortage of work to 
do, and the Street is losing faith. 
Rik Kopelan, a top Wall Street 
recruiter, says it’s hard to find 
people who want to switch firms. 
The only move people want to 
make is out of finance. More may 
go the way of one senior Bank of 
America investment banker who 
recently fled his once-coveted 
perch: He’s headed to a nonprofit. 


C-SUITE 

DIRECTIVES 


In her new book, 

Getting There: A Book 
of Mentors, Gillian Zoe 
Segal surveys a number 
of business stars 
for insights on how 
they got to the corner 
office. Here, some 
selected advice. 


“Use the words we’ and 
us’ when referring to your 
business. Never use T and 
me.’ It sounds egotistieal.” 
—Michael Bloomberg, 

CEO, Bloomberg LP 



“The Boston Beer Co. 
has a simple hiring 
standard: Never hire 
someone unless they 
will raise the average.” 

—Jim Koch, founder, 
the Boston Beer Co. 


I 

ft 


“Think on your own 
and question authority. 
Authority is a short- 
lived phenomenon.” 

—Gary Hirshberg, co- 

founder, Stonyfield Farm 



“Soeial ehange is better | 

aehieved by being s 

for something than s 

against something.” § 

—Helene Gayle, president " 

and CEO, CARE USA s 
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The journey is hard. 
And joyful. 

With ctear visior, preciK fwuSr arid uiryldding 
detenminatlon. over Huawel pesp4e in 

mdre tham 170 cduotri^s are dedicated to 
brlngir>g you tits most Innovative products and 
inspired experiences. 
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GLOBAL POWER PROFILE 


Chevron’s Cheap- 
Oil Playbook 

How CEO John Watson is adjusting his strategy 
in the faee of sub-$50 erode. By Brian O’Ke^e 


As the leader of a company with 64,700 
employees, how do explain your strategy 
when you’re in a belt-tightening period? 

WeVe had very consistent strategies for a long 
period of time. So the long-term strategies 
don’t change, but employees are watching very 
intently. You have to size the workforce for the 
work that you have. What I try to do is be candid 
about it. If you’re straight with people, I think 
they accept that. 



Watson’s 
company 
produced 
2.6 million 
barrels of oil 
a day in 2014 
and earned 
$19.2 billion 
in profits. 


IF YOU’RE RUNNING a major oil company, says 
Chevron CEO John Watson, 58, it is key that you 
“not react too much or too little” to volatility. In 
a recent visit to Fortune, he explained why he’s 
taking a measured approach to the more than 
50% plunge in oil prices in recent months. Edited 
excerpts: 


How surprising has it been for you to see oil 
prices fall so dramatically? 

I’ve been in my job five years, and I’ve been 
with the company 35 years. This is the fifth 
time in my career I’ve seen a 50%-plus 
drop in oil prices. So in that sense, it’s not 
surprising. While it’s happening, you’re 
always a little bit surprised. When you get 
an imbalance in what is being produced, 
either too much or too little, prices can 
move up or down very fast. 


You’re cutting capital spend- 
ing by $5 biiiion this year. 

Do you have a “cheap oii” 
protocoi? 

We have a playbook of sorts 
in that we’ve been through 
it before. We know the le- 
vers we can pull. We’ll look 
hard at costs. You may 
slow down some work. 

We’ve done that. We’re 
a long-cycle business, 
so we try to keep our 
balance sheet in such a 
condition that we can 
weather events and 
keep going. 

1 


When do you see suppiy and demand 
baiancing out and oii prices rising again? 

Our best guess is next year. In general the dis- 
course that you read all over the place is about the 
U.S. [production surge]. But I stand back and say, 
“It’s a 93-million-barrel-a-day market.” The U.S. 
produces 9 million barrels a day of crude. We’re 
not the whole story. And in the U.S., a big part 
of the story is shale. The unique characteristic of 
shale is very rapid decline. You drill a well, and 
12 months later that well will be producing 
70% to 75% less. So you have to keep drilling. 
The interesting thing will be whether invest- 
ment is maintained around the world and 
how long before production starts falling. 


How close are we to transitioning 
away from fossil fuels in the long term? 

There’s a very large gap between 
rhetoric and reality. Those who 

follow the energy business in 
think tanks will tell you 
that right now about 
80% of our energy is 
coming from fossil 
fuels. And if you go out 
20 years, about 80% of 
our energy’s going to be 
coming from fossil fuels. 
If you look at the priori- 
ties around the world, the 
average government is try- 
ing to create prosperity for 
their people. And afford- 
able energy is the backbone 
of that prosperity. 
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BUSINESS CAN 
BE BETTER WHEN 
YOU CAN SEE 
RISK COMING. 


Zurich sees more than 
others thanks to our 
international network 
of irtdijstry special iit2. 
who have their lingers 
on the pulse of risk. 
What they see, we share 
with you, so that your 
business can continue 
to thrive and prosper 
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ECONOMICS 

THE OTHER 

INFLATION 

MYTH 

Ukraine has a 
currency crisis. It s 
worse than it looks. 
By Erika Fry 


IN MARCH, Ukraine’s National 
Bank reported the country’s annual 
inflation rate had reached 34.5%, 
its highest level in more than a 
decade. That’s a brutal number 
by any standard, but the reality is 
much, much worse. 

Steve Hanke, a professor of ap- 
plied economies at Johns Hopkins 
and director of the Cato Institute’s 
Troubled Currencies Project, 
estimates the inflation rate in the 
post-revolution nation is actually 
about 133%, or four times the of- 
flcial number. That puts Ukraine 
in league with war-tom Syria and 
world-inflation leader Venezuela 
on Cato’s Troubled Currencies 
list— countries whose citizens 
have lost faith in their money. 

In countries with currency 
woes, it’s typical for official infla- 
tion numbers to bear little resem- 
blance to real inflation, or what 



The World’s Most Volatile Currencies 
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Hanke calls “implied inflation,” 
calculated using black-market 
exchange rates. In Venezuela 
where implied annual inflation is 
271%, the official number is 64%. 
In Syria, where the implied rate is 
59%, the official rate is -3.7%. Es- 
timates diverge because measure- 


Above, people 
in Ukraine stand 
in line to retrieve 
money from 
an ATM. 


ments tend to lag reality, official 
inflation is suppressed by price 
controls, and governments have 
been known to rig the data. 

Hanke says there are two 
telltale signs of a currency in 
crisis: a booming black market 
and high volatility. Volatility has 
been on the rise globally (see 
chart) because of fluctuation 
in the dollar-euro rate— which 
Hanke calls the most important 
number in global economics. 
The rapid rise of the dollar rela- 
tive to the euro has triggered 
selloffs of emerging- markets 
currencies and skewed com- 
modity prices. Until there’s 
greater stability there, expect 
more cash under mattresses. 



TRASH 

How guilty should you feel about that K-Cup? John Sylvan, 
who invented the K-Cup, now says he regrets it because of the coffee 
pods’ outsize environmental toll. He has a point: 9-8 billion cups sold last 
year. That works out to roughly 140,434 tons of waste, but still a round- 
ing error compared with our other habits. Eveiy year the U.S. packs land- 
fills with 34.7 million tons of food waste, 8.8 million tons of clothing, and 
11.5 millio n tons of furniture. Every cup counts, but every sofa counts more. 
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Q: HOW MUCH DOES THIS 
1-POUND BOX WEIGH? 

A: 11 POUNDS, IF YOU USE THE 
WRONG SHIPPING COMPANY. 


Something is different this year: Some shipping companies are trying to box you in 
by expanding their use of Dimensional (DIM) Weight Pricing. That means you pay 
for your domestic package’s actual weight or its dimensional weight — whichever 
is greater. For example, you could be billed the 11-pound rate for this 1-pound box 
because of its 12"xl2"xl2" size. That could get expensive. But you have a choice: 
The USPS® continues to offer a broad range of efficient and economical shipping 
options. Because we understand that one size does not fit all. 

To weigh your shipping options go to usps.com/youchoose 
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Privacy Notice: For information regarding our privacy policies, visit www.usps.com/privacypolicy. 
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WORLD’S MOST ADMIRED COMPANIES 


Old Bank, New Tricks 

USAA’s focus on its far-flung military customers has made it a tech all-star. ByDeena Shanker 


COMPANY SNAPSHOT 

Headquarters San Antonio 
Employees 27,000 
Assets $2127 billion 
Business Insuranoe, banking, 
investing, and retirement 
produets 


I N 1922, 25 Army officers met 
in San Antonio and agreed 
to insure one another’s ve- 
hieles beeause nobody else 
would. Today their eom- 
pany, United Serviees Auto- 
mobile Assoeiation, or USAA, 
is one of the largest banks in 
the eountry by assets, as well 
as one of the top mortgage 
brokers and auto insurers. 

That’s all the more remark- 
able sinee just a small ffaetion 
of the population is allowed to 
sign up. The bank is open only 
to military members and their 
families, and it serves them 
with what Celent analyst Dan 
Latimore ealls a “laser foeus.” 

It was reaehing serviee 
members stationed abroad 
that led USAA to be among 
the first to offer real mobile 
banking serviees. And its 
member-owned model (it 
paid $1.6 billion in dividends 
to members last year) and 
devotion to its elient base 
insulated it from the tempta- 
tions that ruined many other 
finaneial serviees eompanies. 
The result: Sinee it loosened 
membership in 2009 to 
inelude anyone who had 
honorably served, member- 
ship has shot up 45%. 



INNOVATION 

NATION 

With only one full-service 
brick-and-mortar branch, 
USAA was an early leader 
in mobile banking, but it 
didn’t stop there. In the 
past five years alone, the 
company has filed 493 
patents. It offers facial- 
and voice-recognition 
logins, customer-service 
videochat, and mobile 
insurance-claim filing. In 
the works: a drone pro- 
gram, developed with the 
Federal Aviation Admin- 
istration, that will allow 
USAA to assess damages 
after major catastrophic 
events, like last summer’s 
Colorado wildfires. 


NEAR-FANATICAL 
CUSTOMER FOCUS 

Serving service members 
is “baked into the core 
of who they are,” says 
Forrester analyst Megan 
Burns. That means send- 
ing some employees to 
mock boot camps, more 
mobile options, and ex- 
ploring unusual products 
by popular demand, like 
ride-sharing insurance 
for former military mem- 
bers turned Uber drivers. 


96.2 

Percentage of USAA 
banking that occurs over a 
computer or mobile device. 


HAPPY EMPLOYEES, 
HAPPYCUSTOMERS 

USAA is a regular on For- 
tune’s Best Companies 
to Work For ranking (No. 
33), as well as its Most 
Admired Companies list 
(No. 28). “We know that 
the member experience 
can’t be any better than 
our employee experience 
is internally,” says COO 
Carl Liebert. To wit, the 
company offers stress- 
relieving rooms, more 
than 20 hours a year in 
leadership training, and 
a gold-plated benefits 
plan. Plus, it’s hiring 
1,600 work-from-home 
employees, making staff 
as mobile as members. [9 
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Move forward. With confidence. 

No matter how complex your business questions, we have the 
capabilities and experience to deliver the answers you need to 
move forward. As the world's largest consulting firm, we can 
help you take decisive action and achieve sustainable results. 

www.deloitte.com/confidence 

Copyright © 2015 Deloitte Development LLC. All rights reserved. 
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THE AGE OF 
CORPORATE 

EQUALITY 

Forward-thinking companies are taking the lead in the 

LGBT movement. It’s paying large boiiom-Une dividends. 



recognized by the 
Muman Rigtits Campaign 
as.we continue to raise 
the bar on inclusion 
in every aspect of 
our business." 

CATHY CAMPBELL 

WflMpi'mff Dffwtor for Dlvefssiy sifiu 


WHEN THE HOMAN RIGHTS OUMPAIGN 

was taunctied in 1980, there were no emplcyrnent 
protections for lesbian, gay, bisexual, and transgen^ 
der people st the federal or stete levoi in the U,S. 
While the U.S. still lacks federal employment protec- 
tions lor tha LGBT qommunity, and people can still 
be fired based on tbe ir sexual orientstion or gender 
identity in 32 states, an ally has emerged alongside 
the l.E-million-m&mber advocacy and lobbying 
ot^nization. 

Joining the HRCp. the nation's largest LGBT civil 
rights organization, in its daily effort are 
companies that charnpion equal rights In 
the workplace. Enter its HRC Corporate 
Equality Index (GEI) benchrmrk, which 
surveys and rates companies on 40 fac- 



tors including partrur health benefits, the ability 
to attract and relain L68T workers, and efforts to 
work with LGBrr-certified suppliers. In 2015, 7Ql of 
tha rvatiorr's largest businesses particlpatsd ui the 
Survcy- 

Ot these, 366 employers — including such for- 
tune l.OCX} giants as Apple, Charles Schwab, Face- 
book, Johnson 4 Johnson, aid Keilogg — earned a 
perfect score on the HRC's 2015 CEI, each gaining 
a coveted spot on the Resl Places to Work for LGBT 
Equality list. Next yeer, the HRC will raise the bar: In 
order to receive a 1[X}% rating, a company will need 
to show that It has Implemented LGBT-indusive 
practices overseas as well as domestitally, 

That’s a far cry from corporate America's diver- 
sity maasuras Just a decade ago. Then, only a hand' 
ful of companies earned a st^ of 100% on the 
CEI — among them Charles Schwab, which has kept 
its perfect score every year since 2D04. For many 
years Sctwvab has provided health coverage to its 
employees who have domestic partners and their 
eligible dependents. And benefits such as adoption 
assistance for all have long been the norm'. Audroy 
Gilles, an employee in Schwab's Creaitlve Services 
agency and chair of PKIDE, tha amployea resource 
group tor UGBT employees, says about workirkg at 
Schwab, "I had to kiss a lot of frogs to find the right 
one, What could be better than a professional rela- 
tionship that values authenticity? I am encouraged 
and inspired to bring my whole self to vrork, and to 
help others do so, too." 

About the company's broader values, Cathy 
Campbell, managing director for diversity end inclu- 
sion at Schwab, says, "'Our company was 
founded on the commitrTient to doing what's 
right for our clients and their oommunrlies.. 
This same commitment extends to -our 
employees' 


HUMAN 

RIGHTS 

cam 


WWW. fo rill ne . 




It really does 
get better. 

Here’s one way. 

Now hTring: ExoepCiOfidl indmdus^ for osiooptiofial eareoro. 

At Schwab* wr success iiinge& wHq we h ire. So, we hire great 
people Like RafaeL He's a seasaned rrarkeber wtio^ out ar>d proud 
work for a company that'a been challengrtig status quo on 
Ibr our entirie iO^year history. Wie were one of the first tekimg reel steps 
to cmate an inclusive workpLacs' in a worid where that wasn't always, tihe 
norm. Dur goal since the start; provide an ertvifonmem where everyone 
can s)seeL,. aid where diversity is wt only wetcomod, but eetatsrated. 
Intriguedr? Laam ntore at aJsoulsdiwaiLcam/iMork-at-adi^^ 


Charles SchMab & Oo. Inc. is an BEO/AA employ cocnmined to diverst^ng Its wcdt- 
Icna. All apfiGcatfcns ars considefvd without n^rd to rao9. color, reil^^ cat, soxual 
orisfiitaiwn^ nahorui cngn, age, disability; p fote ^e d veteran status or any lodividuaL^ 
status in any gfoup or dass pratected by appL'cable tiedaral, stale cr ItKal law. 

C3Q1 S Cludea Schwab a Ca, tut All rigtils received. Uenibei' SIPC- 
000003362 ADPWeSFCN^O [03/1 5} 


proud to work for a company whore diversity 

isn’t Just a buzzword” 

-Rafael Balaguer* Senior Marketing Manager, 

Schwab San Rancisco 
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Venture 


HOW I GOT STARTED 


Interview hy Dinah Eng 




ROMANO’S 

RECIPE 

FOR 

SUCCESS 


How the karate-practicing son of 
an electrician came to create restau- 
rant concepts that today generate 
$1.5 billion in annual revenues. 


FUDDRUCKERS. Romano ’s Macaroni 
Grill. CozymeVs. These are some of the 
25-plus restaurant concepts that Phil 
Romano, 75, has created, producing 
some $1.5 billion in annual sales. (There 
have been some flops too, including a 
lobster restaurant in Dallas.) Romano, 
who survived malignant lymphoma, 
has branched into other realms. His 
latest is Trinity Groves, an incubator to 
cultivate restaurant concepts for millen- 
nials. He’s also an artist whose paint- 
ings sell for up to $26,000 in a Dallas 
gallery that he co-owns. Romano’s story: 

I never worked in a restaurant until I 
owned one. I’m a first-generation Italian 
Ameriean from upstate New York. Till 
I was 12, 1 didn’t think anyone existed 
exeept Italians and Catholies. My father 
was an eleetrieian with a sixth-grade 
edueation. My mother was a housewife. 
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VENTURE 


HOW I GOT STARTED 


I was in the Army Reserves during 
eollege. I got into martial arts to keep in 
shape. In I960 1 was attending Florida 
Atlantie University in Boea Raton and 
had set up two karate sehools that were 
making $20,000 a year. One day the 
father of a student said he needed a 
partner for his restaurant business. I’m 
an opportunist, and I saw restaurants as 
the all-Ameriean dream: food, women, 
and booze. So I sold my karate sehools 
and went in with him at age 24, six 
eredit hours short of graduating, to open 
a restaurant in North Palm Beaeh. 

My philosophy is if you give people 
more than they need, you’ll make twiee 
as mueh profit. My partner thought 
the opposite, but I didn’t have enough 
money to buy him out. So my dad 
mortgaged my parents’ home and gave 
me the money to do it. I was terrified I 
might lose my parents’ money, and that 
fear of failure still motivates me today. 

I don’t want to let people down who 
entrust me with their money. I took over 
the restaurant and ended up opening 
four or five more in Florida. 

I had to start my own business. I don’t 
like taking orders. I want to control 
my own destiny, and I think differently 
from anyone else. In the early ’70s the 
economy started going down, so I liq- 
uidated my businesses and later moved 
to San Antonio, where I launched three 
fine-dining places. Then I decided to do 
a restaurant that would sustain itself in 
multiples. One of my favorite foods is 
the hamburger. I decided on a burger 
place for adults where you could see the 
meat being ground and smell the buns 
being baked. I’d charge $3.25, the most 
ever for a burger at the time. I heard 
the name [of the fictional] Fudpucker 
Airlines and liked it, so I changed it and 
named the restaurant Fuddruckers. 

My banker didn’t think it would work, 
but I did it anyway. It was 1980, and I 
needed $150,000. So I sold 10 shares at 
$15,000 each to some of my customers, 
which made up 48% of the company. 

I owned the other 52%. It took off, and 
in 1983 I did an IPO. Each of those 


J 

Phil Romano 

Founder of Fuddruokers 
and Romano’s Maoaroni Grill 

INGREDIENTS FOR 
A SUCCESSFUL BUSINESS 


Responsibility 

Do the right things, and be responsible 
for what you don’t do right. 

Integrity 

Honesty comes first in everything. 

Communication 

Tell people how you feel and make 
your opinions known. Ask your customers 
and employees what they think. 

Love of God, patriotism, 
and charity 

Make your brand stand for something. 

■ 

$15,000 investments became worth 
$3.4 million. That put me on the map. 

When you go public, other people 
want to put their stamp on things. I was 
naive and listened to them. The limited 
menu expanded. The decor changed. 

All those choices took away from the 
original concept, and in 1986 I sold my 
majority interest in Fuddruckers. 

Back then I had a mansion outside 
San Antonio that looked down on a five- 
acre town called Leon Springs. I won- 
dered, If I put a good Italian restaurant 
there, would people come? So I bought 
all the commercial property in the town 
for $600,000, thinking it might be a 
good place to test restaurant concepts, 
and started Romano’s Macaroni Grill. 

People came on weekends, but other 
days were slow. So I decided that one 
Monday or Tuesday a month everything 
would be free. People called constantly 
to ask, “Is tonight the night?” Word 
spread, and the place went apeshit. 

I don’t like running big corporations— 
dealing with insurance companies, 
bankers, HR problems. I want to touch 
the people and be with the customers. So 
I called Norman Blinker [of restaurant- 


chain owner Brinker International]. He 
bought the Macaroni Grill concept, and 
I made $23 million. Norman wanted 
me to stay and run things, but I said, “I’ll 
mess up your culture. I don’t work for 
anyone.” So in 1989 they hired me as a 
part-time consultant. I’d come up with 
a concept. They’d give me the resources 
and finance it, and they had the right to 
buy me out. I created Rudy’s Country 
Store & Bar-B-Q, Cozymel’s, eatZi’s 
Market & Bakery, and others. 

I’ve had my share of failures. I started 
Baroni’s, a high-end men’s clothier in 
Texas. But the market wasn’t there, and 
I lost $700,000. 1 opened a seafood 
place called Lobster Ranch in North 
Dallas, which closed after six months. 

It pinched me hard for $600,000. But 
something inside me has always said to 
get up, dust off, and move on to the next 
challenge with a positive attitude. 

When I turned 50, doctors found a 
malignant lymphoma on the side of my 
appendix. After that, I realized you have 
an expiration date on you. I became 
very prolific, wanting to do things 
immediately. That’s why I got into 
painting. I do large colored abstracts. I 
wanted something to do when I’m too 
old to do anything else, and the art is 
something people will remember me by. 

Now, Stuart Fitts and I have created 
Trinity Groves in West Dallas with 
other investors. It’s the first restaurant 
incubator in the country, designed 
to create concepts for millennials; 

15 working concepts are open now. 

I like to help other people become 
successful. After I sold Fuddruckers, 

I met two doctors who had invented 
the Palmaz-Schatz coronary stent. I put 
$250,000 in, and it sold to Johnson & 
Johnson. It’s made $600 million for the 
three of us. Years later I ended up get- 
ting two of those stents in my own heart. 

The first phase of my life was about 
making money. The second was doing 
things for social recognition. Now all 
I want to do are things that make a 
difference for others. I want to know 
I made a difference with my life. 
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5 WAYS TO 
STRENGTHEN 
YOUR CORE 

Your company needs to develop 
strong, capable management 
If it wants to grow, Here’s how to 
do that. By Verne Harnish 



Draft Your 
Senior Team 

Insist that your top 
leaders get aetively 
Involved In developing 
middle managers— 
and not just delegate 
the job to others. At 
Kemp Teehnologles, 
a Manhattan-based 
firm with $30 million In 
revenue In 2014, each of 
the six members of the 
executive team mentors 
a few up-and-coming 
managers for one hour 
a month. Cultivating 
this talent pipeline 
keeps Kemp attractive 
to potential acquirers. 
“What they tend to look 
at Is the second layer of 
leadership,” says CEO 
Ray Downes. 


B* Cross-Train 

^ Hold your Intermediate 
executives account- 
able for resolving 
all complaints from 
customers and ad- 
dressing comments In 
the employee sugges- 
tion box. Ask them to 
untangle the problems 
on their own and come 
to you only If they are 
stuck. Not only Is 
this an effective way 
to get them working 
cross-functlonally, 
but It will also relieve 
pressure on the senior 
team. You will be 
shocked by how many 
teachable moments 
the process creates. 
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Increase Flexibility 

The most Important role for midlevel execs Is coaching their 
groups. To excel at that, they need to learn to vary their style 
depending on the person or team— and the opportunity or 
challenge they face. Use Ken Blanchard and Paul Mersey’s 
situational-leadership theory to teach them the ropes. 

Only when they know when to teach or lead— or do neither— 
will they get peak performance from frontline employees 
and be ready to move up. 


P Keep Them in the Ring 

^ To climb the ranks, middle managers need to learn how to 
discuss difficult Issues productively with their colleagues 
Instead of relying on their bosses to referee. Datacolor, 
a provider of software. Instruments, and services to ensure 
accurate colors In materials, products, and Images, encour- 
ages this through Its written “rules of engagement.” It asks 
employees to talk things out In person or by phone— not 
email— and to assume that their colleagues harbor no III will, 
“Ninety percent of Issues raised to me In the past no longer 
come to me,” says Albert Busch, CEO. 



Invest Early 

Cultivate up-and-coming employees using all these tech- 
niques long before you need them as leaders so that you’ll 
be ready to pounce on new opportunities. At Kemp, execu- 
tives have Identified about 20 high-potential employees on 
their 175-person staff. Kemp gives them special assign- 
ments that will help them grow. It also Invests $500,000 
annually In education and training. With the company In a 
hIgh-growth phase, “It’s key for us to be able to focus on that 
deeper bench of leadership,” says Downes. 


VERNE HARNISH IS THE CEO OF GAZELLES INC., AN EXECUTIVE EDUCATION FIRM. 
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FORMER BENGALS TIGHT 
END TONY McGEE IS 

TACKLING A BUSINESS 
CHALLENGE THAT FEW 
EX- JOCKS WOULD EVEN 
ATTEMPT. By Dan Greene 


McGee In one of his company’s warehouses 


Tony McGee never took the straight route. When he retired 
after 11 NFL seasons in 2004, he planned to spend his time on 
standard wealthy-athlete endeavors: a sports radio program in 
Orlando, a gig with ESPN’s Cold Pizza talk show, stakes in a res- 
taurant and sports complex. But a few detours later, he came to 
realize he needed to focus on a single task. “When you have all 
this stuff going on, you can’t concentrate on any one thing,” says 
McGee, still fit at 43, over chicken tacos at a lakeside Orlando 
restaurant. “I was the quintessential jack-of-all, master of none.” 

Today McGee runs an unusual enterprise for a retired joek: 
He’s the founder and CEO of four-year-old HNM Global 


Logisties, a freight forwarder 
that arranges import/export, 
warehousing, and distribu- 
tion for eorporate elients 
that need to move goods. 

It wasn’t the first un- 
expeeted destination for 
MeGee, a man who has eon- 


fidently grabbed opportuni- 
ties even when they weren’t 
the ones he had planned for. 
Growing up in Terre Haute, 
Ind., MeGee played basket- 
ball. He exeelled enough to 
attraet seholarship offers 
from Indiana University, 


For more great business stories in our Pro- Files series, 
check out both Fortune.com and Sl.com. 
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among others. But he was a power for- 
ward whose six-four height made him 
more likely to play guard in eollege; 
MeGee knew his football prospeets 
were better. He aeeepted a seholar- 
ship from the University of Miehigan, 
where he played tight end and studied 
eommunieations. For his first three 
seasons, however, MeGee spent most 
fall Saturdays as just another speeta- 
tor. He took internships in marketing 
and sports information, imagining he’d 
take a regular job upon graduating. 
“When you have three catehes going 
into your senior year,” he says, “you’re 
not trying to sign an agent.” 

Then plans ehanged. As a senior, 
MeGee was seeond on the team with 38 
reeeptions and six touehdowns, inelud- 
ing two in a Rose Bowl win. The Cinein- 
nati Bengals drafted him, and he beeame 
their starting tight end for nine seasons. 
The Bengals’ eonstant struggles forged 
an inward foeus. “There are so many 
things surrounding the team that you 
ean’t eontrol,” he says. “You had to say. 
As an individual, how am I playing?”’ 

Cut by the Bengals after a knee injury 
in 2001, MeGee spent a season in Dallas 
before the arrival of future All-Pro Jason 
Witten made him expendable. The 
Giants ealled a few months later when 
their starter got hurt, offering MeGee 
one last slot and a major shift in per- 
spective. “I remember [in Cincinnati] 
we would look at the veteran that comes 
in halfway through the year and be like, 
‘Man, I never want that to be us,”’ he 
says. “Then that’s you.” As the season 
wound down, he knew he was done. 

There were some restless mornings, 
times when McGee would wake up 
and work out and then not know what 
to do with himself. “The hardest thing 
is to find a process and a structure,” 
he says. “In the NFL your schedule— 
everything— is done for you. All you do 
is show up ready to play. Everything’s 
lined up. So when you finish [with 
football], you’ve got to figure out how to 
balance your time, how to manage, how 
to allocate certain times to certain tasks. 
It took a long time to ... find the focus.” 


His daily sports talk show on a local 
ESPN Radio affiliate proved a grind: 
“You do a radio show in Orlando in June 
when the draft is over, NBA playoffs are 
over. That third hour was a struggle.” 

But McGee soon discovered easy money 
in the booming real estate market, flip- 
ping a half-dozen houses for $1 million 
in profit. At that point, McGee says, the 
plan was, “I’m just doing this forever.” 

That fantasy collapsed along with the 
subprime mortgage industry. So McGee 
launched a roofing-supply company 
with a partner, who suggested McGee 
attend a meeting about FF&E to drum 
up business. Without even knowing 
what the acronym stood for (furni- 
ture, fixtures, and equipment), McGee 
charmed and wangled his way onto a 
team that successfully bid to outfit the 
suites at Orlando’s Amway Arena. More 
contracts followed. 

Then one night at dinner an 
acquaintance mentioned she had 
granted a $93 million contract to a 

“I just figured it out ” 
McGee says of entering 
a new field. “It’s just, I’ve 
got to get this done.” 


McGee making a catch in his playing days 



logistics company. McGee’s ears perked 
up. “What’s that?” he asked. Within 
months he was launching a business 
in a field he had previously not even 
heard of “I just figured it out,” McGee 
says. “You get on the phone, start 
calling, networking, tapping your re- 
sources ...You don’t think why or how. 
It’s just. I’ve got to get this done.” 

Inspired, he earned the necessary 
certifications from U.S. Customs and 
Border Protection and the Transporta- 
tion Security Administration, working 
the phones to learn the market, and 
prepaying for credit with Florida freight 
carriers. In 2011 he landed his first 
contract, providing U.S. Immigration 
and Customs Enforcement the means 
to move seized contraband. “He’s got 
a charismatic personality that lends 
itself to the industry,” says John Jordan, 
owner of Total Logistic Services and a 
mentor to McGee. “And he’s not afraid.” 

HNM— the name is a dual reference 
to his old real estate venture, “home 
notes and mortgages,” and the initials 
of his daughter, Hannah Nicole— now 
generates eight figures in annual 
revenue, he says, and 25% gross profit 
margins. McGee has 25 employees, and 
clients range from fireworks retailers 
to cruise lines to German motorcycle 
tours. And McGee is expanding: He has 
launched a second company, HNM Ex- 
press, that provides trucks and freight 
moving, and he’s in negotiations to open 
a group of Dunkin’ Donuts franchises 
back in Indiana. (Key to his research: 
daily taste tests at Orlando locations.) 

McGee remains as active as he is 
ambitious, rising daily before five to hit 
the gym. The toll of his NFL career is, at 
least for now, negligible compared with 
many of his peers’: pronounced thumb 
joints, ankle inflammation, an inability 
to ride roller coasters without becoming 
disoriented. He sees his successful pres- 
ent as directly tied to his past, not only 
in the discipline it instilled but in the 
financial security he needed to enable 
the years he spent figuring it out. In his 
case, the winding route left him open 
to catch what came his way. fS 
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ON THE MOVE 


Managing on the Go 

With the rise of cloud computing and business apps for tablets and smartphones, 
you no longer need to lug a laptop everywhere to run your business from the road. 

These key apps and services will help you keep your business moving while you are too. 
By Jennifer Alsever 


Meetings and 
Conference Calls 


Hold virtual meetings 
from afar using the 
free app Join. me. 

It combines voice 
conferencing with 
screen sharing, allow- 
ing people to present 
and share files with 
one another from any 
device. Prefer seeing 
people's faces? 
Appear.in, also free. 


lets up to eight 
people join a video- 
chat from a desktop 
computer, mobile 
phone, or tablet. 

Set up a virtual room 
in advance, and 
anyone canjoin by 
clicking on a link. 

It's not necessary 
to even register. 


Project Management 

Multiple services aim to help you keep 
projects and teams on task when you're 
away from the office. Trello is free and ideal 
for managing freelancers or organizing web 
content or a sales pipeline. It creates virtual 
whiteboards so you can see a team's prog- 
ress on a to-do list. Need more? Intellinote, 
which costs $10 to $20 per user per month, 
lets you do things like store documents, 
files, emails, and reports; track due dates; 
monitor progress; and fill out forms and sign 
them electronically. For $29 to $^9 per user 
each month, LiquidPlanner can assist you 
in organizing hundreds of projects; it even 
calculates when you're likely to complete your 
work, based on availability, vacations, and 
othertasks. You can manage team commu- 
nication and time sheets too. 

For product-design teams, a free app called 
Grabcad will keep, update, and share the lat- 
est version of a CAD project no matter where 
team members are. People can make annota- 
tions to those drawings using Skitch, also 
free. Slava Menn, CEO of Fortified Bike, uses 
both apps often to manage production of his 
Boston company's bicycle products for urban 
commuters. "Instead of waiting for feedback 
from me for three to four days," he says, "they 
can get it in three to four hours." 



□ □ 


Invoicing and 
Accounting 

Cloud software services make it easier to 
stay on top of finances via smartphone. 
Xero, which costs $19 to $70 a month, lets 
you link to your bank account, send invoices 
remotely, track cash flow, record assets, 
and check a loan balance. Xero works with 
350 other apps, including those for handling 
inventory. Job tracking, and point of sale. 

For $20 to $^0 a month, rival FreshBooks 
focuses more on billing, letting you invoice 
from your phone, as well as track time, log 
expenses, and collaborate on projects. You 
can also log and approve expenses using 
Concur and integrate those transactions to 
QuickBooks for $8 per user per month. 


Staying in Touch 


Some entrepreneurs 
find that it's easier to 
set a standard app 
for companywide 
chats than to try to 
find people by phone, 
email, ortext. Menn 
of Fortified Bike pays 
$2 per user each 



month for his seven 
employees and con- 
tractors to connect 
on HipChat, an app 
that allows them 
to chat no matter 
where they might 
be. [HipChat also 
has a free version.] 
There's also Slack, 
which lets you hold 
group conversa- 
tions, search mes- 
sages and conver- 
sations, and share 
and access files 
from a dozen apps, 
including Google 
Docs, Twitter, and 
Dropbox. There's a 
free version or, for 
$12.50 per user 
per month, you 
can upgrade for 
more security and 
archiving. 
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By Andrew Nusca 


MAX 
LEVCHIN 
HATES 
CREDIT 
CARDS 

The PayPal 
co-founder explains 
why his new company 
AFFIRMJsabankfor 
the Digital Age— no 
compound interest 
necessary. 




ON WHY 

HE STARTED 


AFFIRM 


AS PEOPLE graduatefrom 
college, they may have to 
put a deposit down on an 
apartment. They'll need 
a car ora real bed. These 
areallcredltdecislons. 
Peopleagesl8to3^ 
are predisposed to hate 
banks. They want financ- 
ing, but hate paying 
Interest— hate the Idea 
of being stuckin debt. 
Butthey'rewlllingtopay 
afee upfront to spllta 
payment over several 
months. We can under- 
write peoplethatthe 
system sees as terrible 
riskswith better clarity. 


W 

ON PAYPAL’S 

TAKING DN 

UNFINISHED 

THE INCUMBENTS 

BUSINESS 

I'M CHASING AMERICAN EXPRESS 

asan aspiratlonal brand. 1 don't 
thinkitcanspeaktomlllennials 
and say, "Trust us. We're looking 
afteryourfinanclal Interest." 

Idon'tthinkits prestige works 
for the young. There's an oppor- 
tunity to create an equivalent 
brand— but "prestige" Isn'tthe 
rightterm. They care about 
transparency, usability. 

AT PAYPAL, THE PLAN WaS 

to build "the new world 
currency." We never got 
there. Payment Innovations 
alwaysstartwith a lofty view 
of digital moneybutdead- 
end at "the rails"— Issuing 
banks, acquiring banks, etc. 
Affirm Is an attemptto build 
abankthewayltshouldbe 
done In the 21st century. 


ON HIS RETURN TO FIN TECH 


BUILDING FINANCIAL TECHNOLOGY IS HARD. Really hard. Startups are always hard, but fin tech Is a whole 
different level ofself-lnfllcted pain. You'll be regulated. You'll deal with big banks. They'll see you as 
little and cute until you're meaningful. Once that happens, they'll wantto crush you out of existence. 
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I F CORPORATIONS 

have learned any- 
thing in the era of 
soeial media, it’s that 
they ean’t stop work- 
ers from tweeting, Faeebooking, 
and Instagramming about their 
jobs. The web has even earved 
out speeial plaees for employees 
to trade offiee gossip without 
repereussions. At Glassdoor, a 
repository of anonymous eom- 
pany reviews and salary data, 
more than 27 million people have 
eontributed information about 
their employers. Meanwhile, 
anonymous apps like Whisper 
and Secret, which surged in 
popularity last year, circulate 
juicy rumors about various start- 
ups, deals, and executives. 

Naturally, that can be perilous 
for a corporation. Federal labor 
law protects employees’ rights 
to talk about things like wages, 
hours, and terms and conditions 
of employment, making it il- 
legal for companies to interfere. 
When a damaging rant rico- 
chets around the web, they can 
only react and respond. 

A new service aims to capture 
the thrill of anonymous office 
gossip and harness it into some- 



SNITCHES’ BREW 


Whinge, whine, complain, 
kvetch— MEMO gives workers an 
anonymous digital forum to 
gossip and vent in. The catch? 
Management gets to read and 
respond. By Erin Griffith 



THE FUTURE OF WORK 


thing productive. Memo, which 
launched in January, has al- 
ready accumulated 10,000 sign- 
ups from employees of about 
1,000 companies, including 
Amazon, Deloitte, and Delta. 

On Memo users post about 
work-from-home policies and 
doomed projects. A recent post 
from a PepsiCo employee called 
out the company’s planning 
(poor), work ethic (skewed), 
and management (oppressive). 
Another poster bemoaned an 
acquisition: “I loved my com- 
pany until it was bought out by 
Honeywell. The only thing I like 
about Honeywell is my cubicle 
and a paycheck.” 

Memo’s goal, according to 
CEO Ryan Janssen, is to surface 
all manner of vital information 
about a company, be it rumors, 
compensation trends, or prob- 
lems with a strategy. It’s the sort 
of information everyone except 
management knows, because 
everyone is afraid of confront- 
ing his superiors. “The problem 
with companies isn’t that they 
don’t think the truth can help 
them,” Janssen says. “It’s that 
they don’t know the truth and 
aren’t acting on it.” 


WHAT ID 

BUYWITH 

$ 17 , 000 * 

‘PRICE OF TDP-DF-THE-LINE 
APPLEWATCH EDITION 
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In the second quarter, Memo 
will begin selling advanced tools 
that allow companies to collect 
data on employee sentiment, 
moderate comments, and engage 
with workers on the app. It’s a 
big ask— employers surely aren’t 
amused by what they’re reading. 
But Janssen insists that this sort 
of radical transparency is inevita- 
ble and that smart companies will 
get ahead of it. “You can either 
become a transparent company 
peaceably, or your employees can 
open it up for you,” he says. 

It wasn’t always this way. 
When Glassdoor launched in 
2008, employers reacted with 
uncertainty and discomfort, 
according to CEO Robert 
Hohman. That has changed. 

“We live in a much more trans- 
parent world. Most employers 
recognize that public review of 
their company’s culture is the 
new normal,” he says. “You can’t 
put the genie back in the bottle.” 
The company, which is expected 
to IPO this year, minimizes 
wanton aggression by verify- 
ing the identities of users and 
asking them to leave pros along 
with their cons. The result? 

Most reviews are favorable. The 


CHILL 

Too emotional 
tothinkclearly? 
□on'ttryto. 
Take a breath, a 
walk, ora break 
until youYe 
grounded. 




HDWTO 

COMPLAIN: 

APRIMER 


THE FUTURE OF WORK 


average CEO approval rating is 
67%; the average company rat- 
ing is 3.2 out of 5. 

Several forward-thinking 
companies already use internal 
tools for feedback. Squarespace, 
a New York web-development 
startup with more than 400 
employees, collects anonymous 
feedback using Google’s survey 
tool. Kris Passet, Squarespace’s 
people relations lead, worries 
that the negativity on an app like 
Memo may not be productive. 
“There aren’t many proposed 
solutions, so it’s just a vacuum 
for venting basically,” she says. 
“That’s not very helpful.” 

Ryan Smith, CEO of busi- 
ness survey provider Qualtrics, 
says his company’s internal 
feedback tool, which is not 
anonymous, surfaces problems 
just fine. “Anything that’s said 
[on Memo] is not going to be a 
shocker because we’re open with 
ourselves,” he says. That’s less 
likely at the large corporations 
where Memo has gained the 
most traction. Says Smith: “The 
old-school companies who have 
never addressed the feelings in 
their relationship— they’re going 
to struggle with that.” 



nn^ BILLION- 
DOLLAR BABIES 


SincepublishingourFebruary2015 
cover story on tech industry "unicorns"— 
private companies valued at $1 billion or 
more by venture capitalists— their cre- 
ation has only accelerated. Here's a look 
at three new entrants. —DanPrimack 


o FARFETCH This London-based online 

marketplace helps independent 
fashion boutiques sell luxury 
wares. One key to the company's 
potential? Founderand CEO 
Jose Neves isn'tjust some coder 
who settled on fashion asthe 
best market for histechnology— 
he's spent nearly two decades 
as an industry operator. 

NEXTDOOR This private social network gives 
neighborsa placeto gab and 
trade tips. CEO NiravTolia has 
designs on capturing a piece 
of the multibillion-dollar local 
advertising market. With more 
than 53,000 neighborhoods to 
date, he's well on his way. 


CONFRONT 

The bestperson 
to complain to 
isusuallythe 
offending party. 
Awkward? Yes. 
Butit'sthefast 
tracktoafix. 


CHANGE 

Raise redflags 
onlywhenyou 
have solutions. 
Instead of losing 
rapport, you'll 
gain respect. 
—Scott Olster 


■O SIMPLIVITY IT infrastructure should be 
much simplerto deploy, says 
Simplivity. The Massachusetts 
company's "hyperconverged" 
hardware promises faster, 
cheaper, and easier-than-EMC 
results. More than $275 million 
in funding will certainly help. 


HEALTHCARE 


OOMO 

ARIGATO^ 

DR.ROBdTO 


Machines have long displaced humans in the workforce, buttheir latest profession 
is surprisingly empathetic: caregiving. Facing an aging population crisis, Japan is 
offering to cover more than half the R&D costs fortwo dozen companies, including 
Toyota, to build health care helpmates. Its government expects the market for 
elder-care automata to be worth more than $3 billion by 2035. —Robert Hackett 
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Invest in prime real estate 
projects in Manhattan 
starting at $10,000. 


ADD NYC TO YOUR PORTFOLIO 



© Prodigy Network. This information does not constitute an offer, or the solicitation of an offer, to buy or subscribe for any securities to any person in any jurisdiction. The securities issued by Prodigy Shorewood Domestic Feeder 
REP Fund, LLC will not be registered under the U.S. Securities Act of 1 933, as amended, or any other act, and only Accredited Investors inside the United States as defined in 1 7 CFR 230.501 (a) may purchase them. The information 
that may be presented herein reflects good faith beliefs or expectations, but is not a guaranty and is subject to change. Prodigy Network's investments and/or services do not constitute “Crowdfunding" as described in Title 111 of 
the U.S. Jumpstart our Business Startups Act. Investments in securities that derive their value from real estate are subject to a high degree of risk. Before making any investment decision, potential investors are advised to carefully 
read the offering memoranda, subscription agreements, and related documents. Further, potential investors are advised to consult with their tax, legal and financial advisors. Neither the U.S. Securities and Exchange Commission 
nor any state or foreign securities commission or regulatory authority has approved, passed upon or endorsed the merits of any Prodigy offering available at ProdlgyNetwork.com. 





Friends with 
potential tax benefits. 

Hurry! It’s almost April 15th. 

Open and fund a TD Ameritrade IRA today to take advantage of 
potential 2014 tax benefits. It only takes 15 minutes to open an IRA, 
and our retirement consultants are here to give you step-by-step 
help if you want it. 


Get up to $600 when you open and fund a new account. 
Call 877-tdameritrade or visit tdameritrade.com/ira 



Ameritrade 

you got this. 


Offer valid through 4/30/2015. Funding of $25,000-$99,999 receives $100; funding of $100,000-$249,999 receives $300; and 
funding of $250,000 or more receives $600. Cash bonus subject to twelve-month funding-duration condition. See website for details 
and other restrictions/conditions. This is not an offer or solicitation in any jurisdiction where we are not authorized to do business. 
TD Ameritrade, Inc., member FINRA/SIPC. TD Ameritrade is a trademark jointly owned by TD Ameritrade IP Company, Inc. and The Toronto- 
Dominion Bank. © 2015 TD Ameritrade IP Company, Inc. All rights reserved. Used with permission. 
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tbLA 


NVESTI 


DO THE 


ELECTR O SI DE 


Shaky earnings and plummeting oil priees have turned the 
g: mueh-hyped eleetrie-ear maker into one of Nasdaq’s worst 
performers. Fans insist it’s all just a speed bump. 


S By Jen WieCZTier you know a com pan Y’S stock is floating toward bubble territory when even 

I its biggest shareholder implies that it’s overvalued. Last September, as shares of 

^ eleetrie-ear eompany Tesla Motors were peaking at $286, Tesla CEO and eo- 

g founder Elon Musk told CNBC that “people sometimes get earned away with our 

g stoek ... Our stoek priee is kind of high right now.” Sinee then the markets have 

3 made Musk both prophetie and eonsiderably poorer: Tesla’s stoek is down by about 
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a third, hurt by delays in the launeh of 
its Model X SUV and by the fast-falling 
priee of oil, whieh has raised doubts 
about demand for eleetrie vehieles. 

Even after this steep slide, Tesla 
reeently traded at a lofty 232 times ex- 
peeted 2015 earnings, making it 11 times 
as expensive as the average Nasdaq 
stoek. Yet that stratospherie priee looks, 
to some investing pros, like a sereaming 
buy, and many have taken advantage 
of the reeent tumble to inerease their 
stakes. Their passion for the eompany 
explains why Tesla’s stoek has been so 
good at defying gravity, even as it seem- 
ingly defies market fundamentals. 

Sinee the beginning of 2013, when 
sales of Tesla’s Model S sedan took 
off and the eompany turned its first 
(and so far only) quarterly profit, its 
stoek has returned almost 480%. Tesla 
has wowed investors by delivering an 
eleetrie sedan that feels more like a 
luxury Internet-enabled Batmobile for 
the Silieon Valley elite than a tree- 
hugger’s ride. It has won top aeeolades 
for both safety and performanee, while 
wooing gearheads with features sueh 
as the ultrafast aeeeleration dubbed 
“insane mode.” 

But the stoek’s streak has also made 
Tesla the poster ehild for bearish 
speeulation about teeh-seetor exeess. 
Consider that the eompany, whieh has 
never posted an annual profit, has built 
a $25 billion market eap— nearly half 
the value of General Motors, a eom- 
pany that typieally sells more ears in a 
week than Tesla does in a year. Tesla, 
meanwhile, has missed its ear delivery 
targets for two quarters in a row, while 
further denting its earnings with big 
eapital expenditures on its battery 
“gigafaetory” and network of eharging 
stations. Fuller & Thaler Asset Man- 
agement reeently slashed its stake in 
Tesla by nearly 80%, eoneluding that 
the stoek’s “overhyped” publie image 
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TESLA STOCK 
PRICE GROWTH 
SINCE JAN.l, 2013 


On CNBC, CEO Elon 
Musk calls stock 
price "kind of high." 


+i|78% 



Consumer Reports 
declares the Model S "the 
best oar" it has ever tested 


Revenues 


jump as 
Tesla 
ramps up 
deliveries 
of new 
Model S 
sedan. 


Tesla misses Model S delivery 
targets for second quarter in a 
row; posts surprise loss. 


Tesla reports its first 
[and only] profit, for Q1 2013. 


Nasdaq +65% 


2013 


201d 


2015 


Tapping the Brakes 

Investors who bought Tesla as its mueh-anticipated Model S hit the road have been handsomely 
rewarded, and some bulls see the eompany’s reeent woes as the next great buying opportunity. 


would be a “perpetual drag” on perfor- 
manee, aeeording to portfolio manager 
Raife Giovinazzo. 

Tesla reeently traded elose to a 
52-week low, and short interest has 
risen to 27% of floating shares (the 
average for Nasdaq stoeks is about 5%). 
By some measures, the stoek’s valuation 
aetually grew during the slide, beeause 
earnings estimates fell even further than 
the share priee. But some investors— 
ineluding managers at institutions 
such as Fidelity and Prudential— have 
interpreted the bearishness as a con- 
trarian buying signal, arguing that Tesla 
is poised to surpass Wall Street’s low 
expectations. “If you buy the stock here, 
you’re going to benefit when sentiment 
inevitably turns,” says Josh Spencer, 
manager of the $1.7 billion T. Rowe 
Price Global Technology Fund, which 
recently bought more Tesla. 

Tesla bulls aren’t betting on senti- 
ment alone. Morgan Stanley auto 
analyst Adam Jonas says Tesla’s 
early success and tech prowess have 
persuaded other car manufacturers 
to view it as a disruptive competitor. 
When he makes presentations to other 
automakers, the execs “only want to 
talk about” Tesla, Jonas says. “This is 


a very arrogant industry, [but] they’re 
still willing to admit that Tesla makes a 
damn good car.” 

Given Tesla’s luxury pricing— the 
average out-the-door price is above 
$100,000— bulls aren’t worried that 
lower oil prices will reduce demand: 
For an automotive aristocrat, fuel 
savings from a battery-powered ve- 
hicle are just icing on the cake. Tesla 
already has 20,000 pre-orders for 
the Model X: That kind of popularity 
could enable Tesla to “gush cash” in 
the future, Spencer says. 

Of course, as skeptics and bulls agree, 
Tesla’s current share prices make sense 
only if the company eventually sells 
many, many more cars than it does now. 
(The company says it expects to deliver 
55,000 in 2015.) Hedge fund man- 
ager and noted short-seller Whitney 
Tilson of Kase Capital Management bet 
against Tesla in 2012 (when it traded 
just over $30) and came to rue it. Today 
he tells Fortune that Tesla has “executed 
superbly to create a revolutionary prod- 
uct,” and says he’d even be willing to buy 
the stock— but only at a tiny fraction of 
its current valuation. In the meantime, 
he’s put down a $5,000 deposit for a 
Model X, “which looks amazing.” 
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ADVERTISEMENT 


KPMG presents LEADERS IN THE CLUBHOUSE I EXECUTIVE WOMEN + GOLF 


Molly Solomon 

Executive Producer, Golf Channel 


A 10-11 ME EMMY AWARD WIMMQ) and former lortgnline 

NBC prcjclijcer, Sotomar rww overseas pro- 

duction and programming on Golf Channel— ttie first woman 
to become executive producer tor a national sports network. 
Her responsibilities Include overseeing all tournament cover- 
age, original productions, news and operations. Sotomon also 
serves on the advIsoiY council for the KPMC Women's Lead- 
ership Summits which will talse place at the KPMG IWoinen's 
PGA Championship in June and will connect accomplished 
executives like Solomon with the coming generation of 
women leaders, — intenfeHf iv/tfi Fmn ffffth/Ttffn 

How did you got Involved In golf? In I was assigned to be 
the production as^ctale on NBC GoH, which means vrtu dC aFI the 
stats and graphics. I didn't know what par was at tha time- Ekit I love 
sports, and whatever 1 gel assigned I throw muesli Into. A menEor of 
mine, Jon Miller, togk m$ aside alter the second week and said, "if 
yod'ro goirtg to work on this tour, you need to play golf.” He set me up 
witli an Instructor for five days of Intense IntToductciry lessons. 1 just 
fell in love. 


What hes the gaiva tioght you thaVa hoeft helpMI to your wort 

I Hot Being hum bled, tners's someining to that. The fact that I can't 
conquar golf makes me that much mere of an avid player, I want to go 
back and try harder, it’s the same lesson lhat your parents teach you 
aboul hard work Goir reminds ms Uiat the harder you work, the better 
you become. 

You’ro around golf at much u inyoH. Whet oiaku It ttKh o 
usirhil buslneis IihiI? What golf provides you Is a corriirnon language 
with ttig men and women you wofif wHh. There are onlyso imairy kW 
stories you can tell, but mere are coiintless golf stories and endless 
geff experiences. New equipment, the Courses, you've pfayed — to me, 
and tp most goiters. It's endlessly fascinating. It provides thaft common 
language with your CFOlleagues or tnsses.and helps you create a ralatjofi- 

Shflp, a tKind. 

That lime togetber It hand to f eptloate^and often lllunlrratlng,, 
riglitT AbsolutBly. When else nowadays do you get to sperrd four dr tore 
sodld hours with someone? You don't get to know your Htfleaguesthat 
wall iMil you taarri up with them or play against themi There's m bet- 
ter way to gat to know someDne than spending quality time an the golf 



cour^. It may rmt be erne specific thing 
that you team, bet you create a relation- 
ship. The game is raaBy impartant and 
useful tor business. 


Hdhv did you get Invalwd wfifi the 
KPMG Wofliofl's Leadership Sum- 
mlH' Why was It Important to you? 

I've been working closely with them as 
wo're crating [coverage of] the tJiam- 
plortship. I've told tftem my story abmil 
having a realy strung mentdrand spor^ 
at NBC. Wo wart to have an Impact on 
the iwt generation otfemate teadem. It's 
Vitaliy ImportanL With tlie SiimmIL we'ie 
not only talktog to women in posltons of 
power;: we also wsri to empower younger 
women who are advancmg in their ca- 
reers, because there just aren't enough 
womerif in teadenship rolec. 


golf hi 1 sas vd'iHi she was a producUDd 
s become central tD her Ilfs and work. 






Here's to breaking 
more glass ceilings. 


From boardrooms to the golf course, and everywhere else, 
the sky is the limit for women pursuing their goals. 


At KPMG, we're committed to supporting women in 
reaching new heights. The 2015 KPMG Women's PGA 
Championship, a world-class, major golf championship, 
and the inaugural KPMG Women's Leadership Summit 
will inspire women to break even more glass ceilings. 






WGMEIVS 

LEADE^W 

iSmot 


Learn more about KPMG's continued commitment 
to the next generation of women leaders. 






KPMG.com/WomensLeadership 
>§ @KPMGInspire 






© 201 5 KPMG LLP a Delaware limited liability partnership and the U.S. member firm of the KPMG network of 
independent member firms affiliated with KPMG International Cooperative (" KPMG international"), a Swiss entity. 

The PGA, LPGA, and KPMG name logos, and marks are trademarks owned by the Professional Golfers' 
Association of America, Ladies Professional Golf Association, and KPMG organizations respectively. 
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Time to Dial Up Some Telecom 

STOCKS OF PHONE AND DATA SERVICE PROVIDERS ARE ON SALE 
EVEN AS THE COMPANIES PUMP OUT CASH. By Janice Revell 



Telecom stocks haven’t been 
getting much love lately. In 
March, for instance, AT&T 
was dumped from the Dow 
Jones industrial average in 
favor of Apple. And returns 
for the sector have lagged: 
The S&P 500 telecommunica- 
tions services index returned 
9% over the 12 months 
through mid-March, vs. a 14% 
gain for the broader S&P 500. 
Much of the biame for that 
lackluster performance can 
be attributed to the fear of 
rising interest rates, which 
has caused higher-yielding, 
defensive sectors to fall out of 
favor. But many observers say 
the rate fear is largeiy priced 
into telecom stocks, leaving 
investors with an attractive 
buying opportunity. 

It’s not as if telecom 
companies are struggling. 
Operating earnings per 
share for the telecom sector 
are forecast to grow by 5% 
in 2015, well in excess of 
the 1.3% rate projected for 
the overall S&P 500. The 
group’s 4.9% dividend yield 
far outstrips the 2% yield 
for the broader S&P 500. 
And S&P telecom stocks are 
cheaper— at 14.2 times 2015 
earnings, vs. 17-7 for the 
broader index. 

Telecom stocks also offer 
an effective hedge against 
the surging U.S. dollar. 
Almost half the revenues 
generated by companies 
in the S&P 500 come from 


overseas; a rising greenback 
will cause those sales to be 
worth less when converted 
back to U.S. dollars. But 
Goldman chief U.S. equity 
strategist David Kostin, who 
has an overweight rating 
on telecom, points out that 
U.S. telcos derive the vast 
majority of their revenues 
domestically— in dollars. 

ikT&T, for example, is 
the largest wireline services 
provider in the U.S. and 
the second-largest wireless 
carrier. The company has 
recently improved margins 
even while investing heavily 
in building up its network. 
Oppenheimer analyst 
Timothy Horan, who has an 
outperform rating on the 
stock, says AT&T “has the 
strongest balance sheet in 
the industry.” It also pays a 
hefty 5.6% dividend yield. 


The country’s fourth- 
largest wireless carrier, 
tT-Mobile U.S.,| has been 
driving subscriber growth 
by branding itself as an “un- 
carrier” willing to change the 
rules of the wireless market 
(such as relaxing data limits 
and removing annual service 
contracts). In its most recent 
quarter, T-Mobile added 
1 million “postpaid” (the 
most profitable) custom- 
ers, the largest gain in the 
industry. Citigroup analyst 
Michael Rollins has a buy 
rating on T-Mobile and 
thinks the shares could 
appreciate by 20% in the 
coming 12 months. 

The ongoing proliferation 
of mobile devices also bodes 
well for SBA Communi- 
cations, which owns and 
operates wireless commu- 
nications towers and leases 


them to wireless providers 
like AT&T and Verizon. The 
company’s margins are at re- 
cord highs. Jefferies analyst 
Mike McCormack, who has 
a buy rating on SBA stock, 
believes the combination of 
“attractive growth, conser- 
vative guidance, and likely 
share repurchases” could 
propel the shares upward by 
15% over the coming year. 

For broader exposure, in- 
vestors can dial into telecom 
with the Vanguard Tele- 
communication Services 
ETF, which tracks an index 
of 28 companies, levies a 
reasonable 0.12% expense 
ratio, and currently offers a 
dividend yield of 2.5%. Hi 

A former compensation 
consultant, Janice Revell has 
been writing about personal 
finance since 2000. 
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You’ve always known the importance 
of planning for retirement. 

We have that in common. 

Merrill Edge® can streamline your investing and help you reach 
your full retirement potential. 

To get started, visit merrilledge.com/streamlined 

Bank with Bank of America. Invest with Merrill Edge. Ba nk of America 
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Merrill Edge is available through Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S), and consists of the Merrill Edge Advisory Center (investment guidance) and self-directed 
online investing. 


Investment products: 


Are Not FDIC Insured Are Not Bank Guaranteed 


May Lose Value 


MLPF&S is a registered broker-dealer, member SIPC and a wholly owned subsidiary of BofA. Banking products are provided by Bank of America, N.A., member FDIC and a wholly owned subsidiary of BofA. 
© 201 4 Bank of America Corporation. All rights reserved. 
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NOMINATED BY 



The 
World’s 
^ 50 

Greatest 


ers 


MILDRED 

APENYO 

DOMINIC 

BARTON 

KATHY 

BLOOMGARDEN 

lANBREMMER 

KENNETH 

CHENAULT 

CAITLIN 

COLEGROVE 

SEN.CHRISTOPHER 

COONS 

ROHITESH 


SUSAN 

OESMOND- 

HELLMANN 

CHARLOTTE 

FLORANCE 

LAURIE 

GARRETT 

ILENE 

GORDON 

KARL-THEODOR 

ZUGUTTENBERG 

RICHARD 

HAASS 

ROSABETH 

MOSSKANTER 

THOMAS 

KOLDITZ 

ANAND 

MAHINDRA 

RITAGUNTHER 

MCGRATH 

DENISE 

MORRISON 

ALAN 

MULALLY 

JOSEPH 

NYE 

JEFFREY 

PFEFFER 

ZHANG 


CAROL 

SAWDYE 

WITNEY 

SCHNEIDMAN 

PETER 

THIEL 

PAUL 

VOLCKER 

ANDTHE 
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Becoming 
Tim Cook 


By Adam Lashinsky 


V 





Since replacing his 
legendary predecessor, 
the Apple CEO has led 
the technology behemoth 
to even greater financial 
success. Along the way 
he’s changed the culture 
of the company— boldly 
pushing it in directions 
Steve Jobs never would 
have— and found his 
public voice as a leader. 


Photographs by Joe Pugliese 



Cookwalkingintoan 
Apple Store in Palo 
Alto on March 17, 
2015. Being in charge 
ofthe world’s most 
high-profile com- 
pany has tested him. 
“The intensity was 
more than I would 
everhave expected,” 
he says. 
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TIM COOK ASSUMED HE WAS READY FOR 

the harsh glare that shines on Apple’s CEO. He had, 
after all, filled in for Jobs three times during the Apple 
founder’s medieal leaves of absenee. Cook ultimately 
beeame the eompany’s ehief exeeutive six weeks before 
Jobs died, in Oetober 2011. 

What Cook found out instead is that there is no prepa- 
ration for the serutiny that eomes with sueeeeding a leg- 
end. “I have thiek skin,” he says, “but it got thieker. What 
I learned after Steve passed away, what I had known 
only at a theoretieal level, an aeademie level maybe, was 
that he was an ineredible heat shield for us, his exeeu- 
tive team. None of us probably appreeiated that enough 
beeause it’s not something we were fixated on. We were 
fixated on our produets and running the business. But 
he really took any kind of spears that were thrown. He 
took the praise as well. But to be honest, the intensity 
was more than I would ever have expeeted.” 

Cook’s refleetion on his trial by fire eomes at an 
otherwise triumphant moment. On this sunny Sunday 
in Mareh, he is taking a breather from rehearsals for 
the event the next day in whieh he will reveal details of 
the Apple Wateh, the first all-new deviee of his tenure 
as CEO. Sitting under a eanopy at an outdoor eafe in 
San Franeiseo, steps from the auditorium where Apple 


will put on the produet-reveal speetaele. Cook, 54, 
nibbles on snaeks as he refleets on the 314 years that 
he has run Apple. He’s heard the repeated refrains 
that “Apple ean’t innovate under Tim,” that the eom- 
pany needed a low-eost iPhone to thwart the progress 
of Google’s Android, that Cook never eould replieate 
the Jobs magie— and therefore that Apple never again 
would be “insanely great.” 

Cook taught himself, he says, to bloek out the noise. 
“I thought I was reasonable at that before, but I’ve had 
to beeome great at it. You piek up eertain skills when 
the truek is running aeross your baek. Maybe this will 
be something great that I’ll use in other aspeets of my 
life over time.” 

Already there is tangible evidenee that the tread 
marks left no permanent sears. No one will be able 
to say for quite a while whether the Apple Wateh or 
new serviees like Apple Pay or the $3 billion aequisi- 
tion of headphone maker and musie serviee Beats last 
year will prove finaneially sueeessful. What ean be 
said is that eaeh in its own way eonstitutes proof that 
Apple is moving forward under its first nonfounder 
CEO sinee Gil Amelio got the ax in 1997- What’s more, 
those moves and others speak volumes about Cook’s 
leadership, at least measured against the widespread 
assumption that he would simply mind the eompany 
Jobs left in his eustody. 

In faet, there’s little debate that the state of Apple un- 
der Cook is fundamentally sound. Its stoekhas soared 
from a split-adjusted $54 to a reeent $126 sinee Jobs 
died, translating into a market eapitalization well north 
of $700 billion, the first eompany to eross that level. 
Indeed, its market value is more than double that of 
either Exxon Mobil or Mierosoft. At the same time, 
Apple’s eash hoard has tripled sinee 2010, to more than 
$150 billion. (That’s despite the faet that Apple has 
spent a total of $92.6 billion in dividends and buybaeks 
under Cook, all the more noteworthy beeause Jobs 
frowned on distributing eash to shareholders.) Apple 
has defended its high-end turf in smartphones, espe- 
eially in China, where it sold $38 billion of merehandise 
overall in 2014. Cook has handled the oeeasional prod- 
uet snafu— Apple Maps eomes to mind— with eandor 
and humility. As well, he largely has held together the 
long-tenured management team he inherited from 
Jobs, augmenting it with a few key players and own- 
ing up to the oeeasional hiring blunder. 

Remarkably, Cook has eome into his own as a high- 
profile leader of Apple, not merely tolerating the spot- 
light but leaning into it to foeus attention on issues of 
importanee to him and his eompany. His deeision last 
Oetober to announee publiely that he is gay instantly 
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made the onetime low-profile and exeeed- 
ingly private exeeutive a global role model. 
It also made him the only openly gay CEO 
in the Fortune 500. And Cook has used the 
pulpit provided him by Apple’s worldwide 
platform to opine on subjeets as diverse 
as human rights, aeeess to edueation, 
female representation on Wall Street, im- 
migration reform, and privaey rights. He 
even ventured into the heart of the Deep 
South, to the eapital of his home state of 
Alabama, to lament the sorry state of ra- 
eial equality there. 

Cook has differentiated himself from 
Jobs in myriad ways, and not merely 
with his willingness to speak out on soei- 
etal issues. Cook, who joined Apple from 
Compaq Computer in 1998, eame from an 
operations baekground and had spent the 
formative years of his eareer at IBM. At 
Apple that means he’s not what eompany 
exeeutives like to eall a “subjeet-matter 
expert” on sueh eritieal areas as produet 
development, design, and marketing. 
Consequently he behaves mueh more like 
a eoaeh who trusts his players than the 
manipulative mastermind Jobs was. 

The result has been a level of stability 
in the senior management ranks few ex- 
peeted. “He never tried to be Steve,” says 
Eddy Cue, senior viee president for Internet 
software and serviees, who joined Apple in 
1989. “He tried to always be himself. He has 
been very good at letting us do our thing. 
He’s aware and involved at the high end, 
and he gets involved as needed. Steve got 
involved at the pixel level.” 



The Apple Watch 
(below) is the first 
all-newdeviceintro- 
ducedbythe 
company during 
Cook’s tenure so far. 
A self-described fit- 
ness nut, Cookwears 
the entry-level Sport 
versionand counts 
his steps. The watch 
willbe soldina 
range of prices, from 
$350 to as much as 
$i7,aaa. 


With the iPhones 
and 6 Plus, Cook 
reverseda Jobs pref- 
erence forsmaller 
phones, and Apple 
has cashedinbig. 
The company will 
reportedly introduce 
a new streaming TV 
service laterthis 
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right. If I’m the arbiter of that instead of letting the 


There is no model, of eourse, for following some- 
one like Jobs, a founder-entrepreneur ^videly regarded 
for a ruthless impulsiveness that repeatedly resulted 
in greatness. What’s more, three-plus years of steady 
sueeess is no guarantee for the future. Says Miehael 
Useem, the prominent Wharton management profes- 
sor and direetor of the sehool’s Center for Leadership 
and Change Management: “In my ovm small world the 
question of whether Cook ean sustain Apple’s momen- 
tum eomes up more often than just about any other 
question on top management these days.” 

For his part. Cook says he has grasped that more 
important than answering his erities is learning to 
ignore them. “I’m not running for offiee,” he says. “I 
don’t need your vote. I have to feel myself doing what’s 


guy on TV be that or someone who doesn’t know me 
at all, then I think that’s a mueh better way to live.” 

Cook’s defiant, eonfident tone refleets the CEO he 
has beeome. No one guards Apple’s distinet eorporate 
eulture— a eulture designed by Jobs— more fiereely 
than Cook. Yet he also is gradually tweaking Apple 
at its edges, leading the eompany where he wants to 
take it, adding his unique perspeetive, and subtly but 
elearly redefining Apple in his image. It isn’t elear if 
Jobs would have approved or disapproved. But the 
enigmatie founder himself, in his dying days, told 
Cook that he shouldn’t obsess over trying to ehannel 
Jobs when making deeisions. Given that, the question 
of what Jobs would have thought of where Cook is 
leading the eompany is, in the end, beside the point. 
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Tim’s 

Leadership Team 

Five key Apple executives that Cook leans on. 
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Moments of Truth 

RICHARD TEDLOW 

taught the history of business 
at Harvard for 31 years. He 
developed an expertise on the 
teehnology industry, penning 
books about the Watson fam- 
ily’s turbulent stewardship of 
IBM and a biography of the 
mereurial CEO of Intel, Andy 
Grove. Today Tedlow teaehes at Apple University, the 
in-house edueation unit Jobs established before his 
death. Apple University isn’t a typieal management- 
training arm, and Tedlow ealls it the “Think Different 
eorporate university,” a nod to the famous advertising 
eampaign Jobs orehestrated in the late 1990s. Its goal 
is to doeument for its employees Apple’s peculiar ways 
as well as to ensure that the company’s people consider 
non-Apple perspectives that will help them think criti- 
cally and remain open to new ideas. 

Tedlow calls the school a “therapeutic alliance be- 
tween technology and the liberal arts.” Its courses on 
topics seemingly far removed from the business of 
computers and gadgets unsubtly reinforce Apple’s view 
of itself. For example, the Stanford political philoso- 
pher Joshua Cohen has lectured about pianist Glenn 
Gould’s meticulous effort to record and then re-record 
the famous Bach Goldberg Variations. Jobs’ famous 
obsession with the perfect screws on the inside of the 
original Mac can’t be far from an Apple student’s mind. 

The course Tedlow has been teaching lately is called 
Moments of Truth. It features a discussion of Abra- 
ham Lincoln’s famous “with malice toward none” sec- 
ond inaugural address, which he made into “a moment 
not of retribution but of reconciliation,” says Tedlow. 
The 67-year-old former academic, who has remained 
almost completely out of the public’s eye since joining 
Apple, also includes Margaret Thatcher’s decision to 
commit to battle in the Falkland Islands and Johnson 
& Johnson CEO James Burke’s handling of the Tylenol 
bottle-tampering crisis. 

Tedlow draws a straight line from the moments of 
truth of Lincoln and others to the situation Cook faced 
when Jobs died. Sure, leading a beloved gadget maker 


JDNY IVE The famed industrial 
designerand Jobs confidant now 
also runs all “human interface” 
software for Apple, makinghim Cook’s 
increasingly visible aesthete-in-chief. 


isn’t quite on par with reuniting a great nation ripped 
asunder by a bloody civil war. But the emotional paral- 
lels resonate. “I certainly think he had to come onboard 
and take the weight of everybody’s expectations,” says 
Tedlow. At a memorial service for employees in the 
courtyard of Apple’s Cupertino, Calif, campus. Cook 
told the company, “Our best days are ahead of us”— a 
difficult message to deliver at that moment and one 
Tedlow compares to Lincoln’s trying to reassure a war- 
weary and deeply divided nation. 

Convincing anyone that the post-Jobs era held 
great promise was a tough sell for Cook. The com- 
pany had few headline-level innovations on the near- 
term horizon. At a product launch just days after Jobs’ 
death, for example, the voice-recognition application 
Siri was one of the company’s few hints at something 
new. Yet Siri represented Apple playing catch-up to 
a feature Google’s Android already offered. Worse, it 
wasn’t particularly good. Siri quickly became the butt 
of jokes at Apple’s expense for its frequent inability to 
understand its user. 

A year later Apple was in hot water for another 
weak product, its version of mobile mapping. Apple 
had booted Google Maps from the prime position 
on the iPhone in favor of its own version. But Apple 
Maps was riddled with errors, comically leading us- 
ers to wrong destinations. The product was so lame 
that Cook publicly told customers he was “extremely 
sorry” for the debacle. He recommended that they use 
Google Maps, among other products, instead. A short 
time later Cook fired Scott Forstall, the head of mobile 
software and a longtime Jobs acolyte. 

In early 2013, Cook confronted another senior man- 
agement challenge. His highest-profile hire from out- 


ANGELAAHRENDTS Cookwooedthe 
former CEO of Burberry to run Apple’s 
retail stores in a months-long court- 
ship. China and luxury goods will be 
two areas of focus forher. 
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side Apple had been John Browett, the former head 
of the U.K.-based diseount eleetronies ehain Dixon’s. 
The ehief of a low-end retailer was a eurious ehoiee for 
the head of Apple’s high-toueh retail operation. (Ron 
Johnson, the former Target exeeutive who had run 
the Apple Stores division sinee its ineeption, had by 
this time left Apple and later signed on as CEO of J.C. 
Penney.) Browett didn’t fit in at Apple— he angered 
store employees by ehanging seheduling praetiees, 
for example— and Cook dumped him in Mareh 2013. 
(Browett later aeknowledged in a speeeh that it was a 
shoek to be let go not beeause he was ineompetent but 
beeause he didn’t gel with the Apple eulture. Reaehed 
for eomment, he deelined to elaborate.) 

Looking baek, Cook sees the episode as part of his 
edueation as CEO. “That was a reminder to me of the 
eritieal importanee of eultural fit, and that it takes 
some time to learn that,” he says. As CEO, “you’re en- 
gaged in so many things that eaeh partieular thing gets 
a little less attention. You need to be able to operate 
on shorter eyeles, less data points, less knowledge, less 
faets. When you’re an engineer, you want to analyze 
things a lot. But if you believe that the most important 
data points are people, then you have to make eonelu- 
sions in relatively short order. Beeause you want to 
push the people who are doing great. And you want 
to either develop the people who are not or, in a worst 
ease, they need to be somewhere else.” 

Another ehallenge for Cook was figuring out how to 
deliver Apple’s message when its new produets simply 
weren’t ready to be diseussed. At a teehnology indus- 
try eonferenee in mid-2013, for instanee. Cook was 
so elusive that investors openly questioned whether 
he had a vision for the eompany. Apple’s stoek by that 
time had fallen baek to the level at whieh it had traded 
when Cook took over. 

All the while, behind elosed doors. Cook was shor- 
ing up his management team as the eompany was 
working on the new produets the world so badly 
wanted. In late 2013 he lured the CEO of Burberry, 
Angela Ahrendts, to head Apple’s retail stores. A year 
later Apple launehed the large-sereen iPhone 6 and its 
even bigger iPhone 6 Plus. It also unveiled a new pay- 
ment system, Apple Pay, and its soon-to-be-shipped 
Apple Wateh. The new iPhones, more than anything 
else, put Apple baek on its upward trajeetory. It sold 
a stunning 74.5 million of them in the last quarter of 
2014, as the eompany generated $18 billion in profits, 
sending the stoek priee on an upward tear. 

The sueeess has allowed Cook to take mistakes in 
stride. In late 2014 a glassmaker ealled GT Advaneed 
Teehnologies, whieh Apple had eontraeted with to 



JEFF WILLIAMS Anex-IBMerwho 


EDDY CUE A 2B-year Apple veteran 
and a dealmaker under Jobs, he 
is now Apple’s emissary to the 
entertainment industry and boss of 
all online services— sometimes an 
Apple weakness. 


worked with Cookat the start of their 
careers, Williams succeeded Cockas 
operations chief. He’s the executive 
who keeps Apple humming. 


make a next-generation sereen 
for its deviees, deelared bank- 
ruptey when Apple deelined 
to use its produet. GTAT, as 
it is known, filed suit against 
Apple, elaiming that its fi- 
nanees were ruined beeause 
of investments it made to ful- 
fill the Apple eontraet. Apple, 
for its part, said it was blind- 
sided by GTAT’s bankruptey. 
The two sides eventually 
settled, and Apple eommitted 
to building a data eenter and 
solar farm on the eompany ’s 
former manufaeturing site in 
Arizona. Apple also was foreed 



LISA JACKSON Hiredafterrunning 
the Environmental Protection Agency 
for President Obama, Jackson looks 
after Apple’s environmental conduct 
and a growing range of corporate 
social responsibilities. 




to take a major write-off for the debaele— it won’t say 
how large— a painful serewup for a eompany that 
regularly eommits billions of dollars to its manufae- 
turing proeesses. Jeff Williams, senior viee president 
of operations and Cook’s sueeessor in that role, says 
Cook told him three things after the lawsuit. “When I 
informed Tim of the problem, his response was, ‘Let’s 
see what we ean learn from it. We’re not going to bat 
a thousand. And we’re going to keep betting on great 
teehnologies for our eustomers.’” 

Cook’s measured emotional approaeh in leading 
Apple is markedly different from his predeeessor’s, but 
the foeus on eore produets and a long-term orientation 
are exaetly the same. In that eontext, it isn’t eritieal 
that Apple Pay or the new wristwateh amount to gi- 
ant profit drivers. “I have a simplified view of Apple,” 
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“rm not running for office. 

I don’t need your vote. I have to feel 
myself doing what’s right. If I’m the 
arbiter of that,” says Cook, rather than 
worrying about what critics say about 
his decisions, “then I think that’s a 
much better way to live.” 


says Jean-Louis Gassee, an 
Apple executive in the 1980s 
who now writes a widely read 
weekly column on Apple in the 
email newsletter The Monday 
Note. “They have and always 
have had one business, person- 
al computers. Now they make 
them in three sizes, small, me- 
dium, and large— the iPhone, 
the iPad, and notebook and 
desktop computers. Everything 
else, including Apple Watch in 
the case of the iPhone, exists to 
push up the margins of those 
products.” To Gassee’s way of 
thinking, Apple’s strategy un- 
der Cook resembles the digi- 
tal-hub strategy Jobs put into 
place 15 years ago, where prod- 
ucts like iTunes drove sales of 
the iPod and ultimately the 
Mac. “Tim is playing the long 
game in his own way,” he says. 

Cook frames the debate in 
terms of how investors ought to 
view Apple. “The kind of inves- 
tors we seek are long term be- 
cause that’s how we make our 
decisions,” he says. “If you’re a 
short-term investor, obviously 
you’ve got the right to buy the 
stock and trade it the way you 
want. It’s your decision. But I 
want everybody to know that’s 
not how we run the company.” 




How Tim 

Thinks Differ^t ^ 

On many major issues 
Cookhasfolloweda > 

different program 
fropffnsoidboss. \ 


STEYEJOBS 


TIM 


COOK 



Disdained "the enterprise," a.k.a. 
sellingto corporate IT departments. 

Emphasizes the opportunity 
to sell to enterprises. 

& 

Pooh-poohed corporate 
philanthropy. 

Trumpets philanthropy and 
encourages employee giving. 


Hogged thelimelight. 

Shares the limelightwithtop 
lieutenants. 


Opposed dividends and buybacks. 

Accommodates Wall Street 


with dividends and buybacks. 


Eschewed big acquisitions. 

• 

Bought audio company 

Beatsfor$3 billion. 
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Putting His Life in View 

IN HIS EARLY PERFORMANCES AT 

the helm of Apple product launches and other public 
events, Tim Cook came off as wooden. But then, no 
matter how well he had done, he would have com- 
pared unfavorably with Jobs, a virtuoso of the keynote 
presentation. As time has passed, however. Cook has 
clearly settled into the role. At the watch event, he 
emceed with a natural smile on his face. When he 
hugged the fashion model and maternal-health advo- 
cate Christy Turlington Burns— who has been using 
an Apple Watch on long-distance runs— there was 
nothing awkward about their interaction. 

Cook even seems to be enjoying himself. The day 


after the product launch, he presided over Apple’s 
annual meeting in Cupertino, a tedious chore most 
CEOs endure rather than relish. Cook, on the other 
hand, visibly cottoned to the give-and-take with 
shareholders, answering questions in a folksy man- 
ner— and amiably avoiding the ones he didn’t want 
to address. After twice sidestepping questions about 
whether Apple would buy the much-admired and 
rather Apple-like automaker Tesla Motors, he play- 
fully praised himself for artfully not taking the bait. 
“There’s some advantage to being CEO,” he quipped. 

While being CEO allows Cook the luxury of swat- 
ting away unwanted questions, it also gives him a pow- 
erful platform to address a host of other issues— even 
if they aren’t directly related to Apple. In late October 
his home state inducted him into its Alabama Acad- 


Above: Cook and Jobs at an Apple event in 2QQ7. 
Left: Cook at Apple’s offices in Cupertino, Calif., on 
March 17, 2015. An engineerby training, he says, 
“The most important data points are people.” 
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emy of Honor. It chose Cook 
to represent his elass— whieh 
ineluded University of Ala- 
bama head football eoaeh Nick 
Saban and Sen. Jeff Sessions— 
as the sole speaker at the eer- 
emony, a decision some eame 
to regret. Cook moved quiekly 
beyond platitudes and used 
the oecasion to lambaste Ala- 
bama for its slowness to aet on 
raeial equality, on edueational 
opportunity, and on equality 
for gay, lesbian, bisexual, and 
transgender people. “This isn’t 
right,” he said. “It isn’t reflee- 
tive of our values.” 

A loeal television station 
eaptured an awkward moment 
afterward between Cook and 
the Republiean governor of Alabama, Robert 
Bentley, who audibly took umbrage at Cook’s 
eomments. Don Logan, an Alabamian who is a 
former CEO of Time Ine. {Fortunes owner), was 
in the audienee at the state capitol in Montgom- 
ery. “Tim is a very eourageous guy,” says Logan, 
a fellow Auburn University alum, who notes that 
the state legislature had only recently passed a 
bill to not allow gay marriage. “He knew he was 
speaking into the wind and that most people in 
the room didn’t agree with him.” 

A few days later Cook announeed publiely, in 
an essay in Bloomberg Businessweek, that he is 
gay. With no further eomment from him or Apple, 
the diselosure set off a media frenzy, most of it fa- 


New 

Highs 

Apple's stock 
has soared 
under Cook. 

And its cash 
hoard has 
grown to more 
than $150 
billion, even 
though Cook 
has instituted 
dividends 
and share 
buybacks. 
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vorable. Looking back, he says 
that he primarily acted out of 
concern for kids who were 
bullied at school, some to the 
point of suicide, and because 
of the many states that still al- 
low employers to fire workers 
over their sexual orientation. 
Also, whereas US. courts were 
moving surprisingly quickly 
on the issue, “I didn’t feel like 
business was exactly leading 
the way in the executive suite.” 

Cook says that he’d come 
to the decision of coming out 
“quite some time ago” and that 
his announcement was viewed 
internally at Apple, where his 
sexual orientation was more or 
less well known, as a “yawner.” 
Speaking out so publicly was 
a big step for Cook, though, 
who has described himself 
as intensely private and who 
is rare among big-company 
CEOs for being genuinely ill at 
ease talking about himself. “To 
be honest, if I would not have 
come to the conclusion that it 
would likely help other people, 
I would have never done it,” he 
says. “There’s no joy in me put- 
ting my life in view.” Referenc- 
ing the often-cited line that “to 
whom much is given, much is 
required,” Cook says, “I’ve cer- 
tainly been given a lot.” 

The move made Cook fa- 
mous for more than being the 
person running Steve Jobs’ 
company. Mike Sullivan is 
a San Francisco lawyer with 
the global law firm Pillsbury 
Winthrop Shaw Pittman who 
advises startup technology 
companies. Like Cook, he 
views his sexual orientation 
as a point of pride and af- 
filiation but something that 
doesn’t define him profes- 
sionally. “We have 500 CEOs 
in the Fortune 500 out there. 
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Cook on Apple’s 

"The culture of a company to me defines how 
excellent itwill be, howhelpful it will be, how 
ambitious it wiil be, how innovative itwill be. 

But if there's a self-honesty in the culture, 
[italso defines] howquickitisto admitthe mistakes that every company makes. 
There's a whole set of things. Does a company have integrity or not? Does a com- 
pany desire to do something more important than simply making money? Is there a 
reason for being, and do the employees really get the reason for being? 

"These things are critically important to me. But the company isn't me. What 
Steve did is ingrain that cuiture, and he deserves the mother of all trophies in 
life for doing that. He gave a great gift to the world there, and it's probably one of 
those things that he's underappreciated for in the external world. He's clearly not 
underappreciated for it internally. I think people might describe it differently. But 
I think virtually everyone at Apple knows how deeply the culture of the company is 
ingrained. And in my mind the companywouidn't nearly be where it is today without 
that strong cuiture. Itwould not." 


Corporate 

Culture 


and I can guarantee you some 
of them are gay,” he says. “The 
message Tim sent is, ‘It’s okay 
to be yourself. You don’t have 
to lead with it. But you don’t 
have to hide it either.’ ” 

Cook has beeome so ubiq- 
uitous that it’s tough to re- 
member when he wasn’t so 
visible. On an early Mareh 
trip to Europe he huddled in 
Berlin with German Chan- 
eellor Angela Merkel and in 
Brussels with Andrus Ansip, 
the former Prime Minister of 
Estonia and now the European 
Commission’s top regulator on 
digital issues. He is featured 
in a new book by the former 
Fortune journalists Brent 
Sehlender and Riek Tetzeli, 
who report that Cook offered 
Jobs a pieee of his healthy liver for a transplant. (Jobs 
turned him down.) In Mareh, Cook even phoned in 
to a surprised— and delighted— Jim Cramer during a 
live airing of the 10th anniversary of the broadeaster’s 
finaneial shoutfest on CNBC. 

Representing their eompanies publiely is obliga- 
tory for CEOs, but Cook takes publie stands on issues 
ineluding stopping the transmission of AIDS, hu- 
man rights, and immigration reform. He sees them 
as opportunities for leadership. “You want to be the 
pebble in the pond that ereates the ripple for ehange,” 
he says, adding that Apple’s people have long eared 
about sueh issues even if they haven’t previously 
spoken so openly about them. To Cook, ehanging 
the world always has been higher on Apple’s agenda 
than making money. He plans to give away all his 
wealth, after providing for the eollege edueation 
of his 10-year-old nephew. There should be plenty 
left over to fund philanthropie projeets. Cook’s net 
worth, based on his holdings of Apple stoek, is eur- 
rently about $120 million. He also holds restrieted 
stoek worth $665 million if it were to be fully vested. 
Cook says that he has already begun donating money 
quietly, but that he plans to take time to develop 
a systematie approaeh to philanthropy rather than 
simply writing eheeks. 

An irony of Cook’s Apple is that the eompany is 
beeoming visibly more open under its guarded CEO 
than it was under the publieity-sawy demigod who 
ran Apple before him. Whereas Jobs severely re- 


strieted interaetions between all his employees and 
the press. Cook has ushered in a period of glasnost 
with the news media. It is highly unlikely that Jobs 
would have tolerated, for example. The New Yorker'% 
reeent 16,000-word profile of Jony Ive, Apple’s ehief 
designer. Cook says sueh exposure is part of his plan. 
“My objeetive is to raise the publie profile of several 
of the folks on the exeeutive team, and others as well. 
Beeause I think that’s good for Apple at the end of 
the day.” 

The new openness serves two purposes. First, it en- 
sures that the world eontinues to talk about Apple. 
Granting a longer leash to exeeutives with healthy 
egos also is a valuable retention tool. “A true eoaeh is 
happy with his star players getting media time,” says 
Gassee, the ex-Apple exeeutive. “Tim Cook is a true 
impresario who takes eare of his^nme donne. As long 

as the box ofhee is good, the impresario will do that.” 

• 

Building for the Future 

TIM COOK IS STANDING ATOP A GIANT 

mountain of dirt. He has eome to tour the eonstrue- 
tion site in Cupertino that by the end of 2016, if all 
goes as planned, will be Apple’s new eorporate eam- 
pus. The dirt has been exeavated from the massive pit 
below, and the pile is just about eye level with where 
the rooftop will be over the four-story, ringed build- 
ing that will soon rise here. The building’s dough- 
nut-shaped design has sparked many eomparisons 
to a spaeeship. Looking down as trueks and workers 
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The building site of 
what will be Apple’s 
new corporate 
campus, photo- 
graphed on March 3 
2015. Cook calls the 
high-tech complex 
“the mother of all 
products.” 


scurry to and fro, Cook begins to talk about one of 
the subjeets that really gets him going: where people 
work. It always amazes him, he says, how drab work- 
spaees are in metropolitan offiee skyserapers. Apple’s 
new home will not be like that. “It shouldn’t be a 
plaee that doesn’t turn on your ereative juiees,” he 
says, musing about how future eollege reeruits will 
feel when they first visit. Visible in the distanee are 
Apple’s existing Cupertino eampus, downtown San 
Jose, and Levi’s Stadium, where the San Franeiseo 
49ers play and whieh, inei dentally, would fit into the 
30-aere park that will be at the eenter of the main 
spaeeship building. 

Steve Jobs spent a eonsiderable amount of the last 
two years of his life planning the eampus, ineluding 
hiring the British arehiteet Norman Foster to design 
it. Everything about the site is large seale, and Cook, a 
numbers man, ean reeite most of the figures by heart. 
The main building itself will be 2.8 million square 
feet and will house 13,000 employees. About 2,000 
more workers will fill up adjaeent buildings on the 
site, whieh will inelude a 100,000-square-foot fit- 
ness and wellness eenter, a eafe that will serve 15,000 
lunehes a day, and more than 8,000 trees, all native 
to the Santa Clara Valley. 

Cook visits the work site periodieally 
—ineluding twiee already with Apple’s 
board— and he exhibits an engineer’s glee 
at watehing the 22 eonstruetion eranes 
that dot the landseape. He says Apple 
hasn’t deeided yet exaetly what it will 
eall “Apple Campus 2,” the eurrent inter- 
nal designation. Some naming element 
of the buildings or the entire loeale will 
almost eertainly inelude an homage to 



Jobs, depending on his family’s wishes, says Cook. 

On a 90-minute tour of the site. Cook dishes out 
details of the eampus, whieh he ealls “the mother 
of all produets.” For instanee, Apple is investing in 
eutting-edge teehnology to manage tasks as mun- 
dane as parking. A system of sensors and apps will 
play traffie eop for employees as they enter the faeil- 
ity, eliminating the fuel-wasting hunt for a parking 
plaee. Just as it has done for its retail stores, Apple 
has built entire moekups of wings of the building to 
see how they look— and then torn them down. As to 
why Apple isn’t building higher than four stories, the 
same height as its existing eampus. Cook says, “When 
we moeked up five we didn’t like the looks of it.” He is 
partieularly exeited about the mostly below-ground, 
1,000-seat auditorium in the southeast eorner of the 
eampus, whieh will be the eompany’s new site for all 
its publie presentations other than its annual develop- 
ers eonferenee. “No more seheduling months ahead 
of time around other people’s sehedules,” says Cook 
enthusiastieally. 

In talking about the new eampus. Cook is partieu- 
larly ornery about one label for it. “I hate the word 
‘headquarters,’ ” he says. “There’s real work going on 
here. It isn’t overhead, and we’re not bureauerats.” In- 
deed, among Apple’s employees there is eonsiderable 
speeulation as to whieh groups will be assigned to 
the new building— and whieh will be relegated to the 
existing real estate. “We’ve deeided three times,” says 
Cook. “And we’ll probably deeide it three times more.” 

On the drive baek to Cook’s eurrent offiee at 1 Infi- 
nite Loop, his Apple Wateh emits a ehiming sound that 
sounds like the ding! from a symphonie triangle. Cook is 
wearing the entry-level Sport version of the watch, with 
a white plastie wristband. It’s the first time in nearly two 
hours that he’s reeeived a notifieation, and he says it’s a 
text message from his assistant that A1 Gore, an Apple 
board member, would like to speak with him. 

The eleetronie interruption doesn’t require Cook to 
extraet his iPhone from his poeket, one of the key attri- 
butes Apple believes will drive adoption of the wateh. 
It does give him an opportunity to show off some of the 
wateh’s features, ineluding the ieonie Mickey Mouse 
wateh faee, eleverly updated so that the Disney maseot 
eheerfully taps his feet at the rate of one per seeond. A 
self-deseribed fitness nut. Cook proudly shows off his 
daily physieal aetivity as measured by the wateh. So far 
he has eloeked 50 minutes of exereise and has traveled 
8,139 steps, or about four miles. An early riser, he has 
been on his feet for 12 hours, and it’s not quite 3:30 
p.m. His workday, and his job leading Apple, are far 
from over. FS 
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LEUNG CHUN-YING IS THE LEADER OE : 

Hong Kong. As chief executive, he signs bills into 
law, issues executive orders, appoints and removes 
judges and other public olhcials, and pardons con- ' 
victed criminals. He’s the leader— except that last 
fall well over 100,000 Hong Kongers chose dra- 
matically not to follow him. When they learned 
that the 2017 election for Leung’s position would | 
not be free and democratic, as authorities had pre- 
viously suggested, they poured into the streets and ! 
followed Joshua Wong, then 17, who had started 
a pro-democracy student group. Leung, 60, com- 
manded a vast city administration, including po- 
lice wielding pepper spray and truncheons. Wong 
had a cellphone. Yet the protesters paralyzed Hong 
Kong for three months, Leung’s already low ap- 
proval ratings plunged to their lowest ever, and 
Wong landed on the cover of Times Asia edition, 
which called him the “Voice of a Generation.” 

So who’s the real leader? The answer is obvious: 
Leung has the leader’s job, but he doesn’t have 
leadership. Wong is the one who demonstrated 
that— which is why he’s the one on our 2015 roster 


of the World’s 50 Greatest Leaders. 

We cast a wide net in assembling our list, which 
includes leaders without any formal designation, 
like Wong, as well as elected government officials, 
CEOs, chiefs of NGOs, clergy, coaches, athletes, 
artists, and more— all judged on their leadership 
within their professional domains, industries, or 
fields of service or governance. To make this roster, 
it was not enough to be brilliant, admirable, or 
even supremely powerful (see Moises Naim’s es- 
say on Vladimir Putin). We set out to find singular 
leaders with vision who moved others to act as 
well, and who brought their followers with them 
on a shared quest. We looked for effectiveness and 
commitment and for the courage to pioneer. All 
had to be active in leadership roles, though a long 
history of leading is something that many on our 
list share. And only a few are repeats from last year; 
in each case, he or she had to requalify with new 
achievements in the past 12 months. We sought 
nominations for this year’s group from those on 
last year’s list and from a wide range of leadership 
experts (see page 59), then added names turned 
up by Fortune reporters. We vetted our nominees 
with appropriate experts and made our judgments. 

The generational difference between Leung 
and Wong symbolizes a larger point: that today’s 
leadership isn’t the same as yesterday’s. Yes, some 
elements are eternal, and it’s tempting to believe 
we can learn what we need to know by studying, 
as various books have urged, the leadership se- 
crets of Genghis Khan, Ulysses S. Grant, the Sal- 
vation Army, and Santa Claus, among others. We 
can learn plenty from them, but in truth, effective 
leadership is forever changing, and like everything 
else, it’s changing faster than ever. Successful lead- 
ership may be eternal, but it’s also brand-new. 

The most important change affecting today’s 
leaders is that they’re losing control. Whether 
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they’re leading a eompany, a sports team, a na- 
tion, a eongregation, the supporters of an idea, or 
any other group, their sueeess depends inereas- 
ingly on influeneing people they eannot eontrol 
with money or foree. Lest you think it was ever 
thus, note what Robert Malott, CEO of ehemieal 
eompany EMC in the 1970s and 1980s, onee said 
to Fortune: “Leadership is demonstrated when 
the ability to infliet pain is eonfirmed.” A lot of 
CEOs really liked that quote baek then, but to- 
day if you asked 10 friends who said it, I suspeet 
most of them would guess Vladimir Putin. (He 
isn’t on our list.) 

Today’s starkly dilferent reality is why the Har- 
vard University Initiative for Advaneed Leadership 
exists. “The premise behind our initiative is that 
the problems you have to deal with now are messy, 
eomplex problems outside your organization,” says 
the program’s direetor. Harvard Business Sehool 
professor Rosabeth Moss Kanter. “You ean’t tell 
people what to do. You have to deal with many 
eonstitueneies that you don’t eontrol.” 

A good example is the massive reeall mess that 
Mary Barra faeed upon beeoming General Mo- 
tors CEO in January 2014. Her job ultimately is to 
lead 212,000 employees in a way that maximizes 
returns to GM’s owners, but to do it she has had 
to, among many other tasks, work skillfully with 
vietims’ families, federal regulators, U.S. sena- 
tors, the Justiee Department, at least one federal 
judge, plaintiffs lawyers, and media. Oh, and now 
an aetivist shareholder, Harry Wilson, represent- 
ing four hedge funds: Together they own just 2.1% 
of GM, yet Wilson’s eall for the eompany to give 
more eash baek to shareholders attraeted global at- 
tention. After negotiations, Barra agreed to return 
$5 billion to shareholders— while also reassuring 
employees, investors, and suppliers that even with- 
out that money to invest, GM would still “deliver 
sustained profitable growth.” Barra’s erueial eon- 
stitueneies are almost beyond eounting. 

Or eonsider an even more extreme example, the 
situation of Joanne Liu, international president of 
Medeeins Sans Frontieres (Doetors Without Bor- 
ders). She eontrols praetieally no one. The orga- 
nization’s ofhee staff is modestly paid, but the tens 
of thousands of doetors, nurses, and others who 
deliver relief in many of the world’s most danger- 
ous plaees are volunteers. Governments ean keep 
them out. Loeal people sometimes attaek or kid- 
nap them. Only a vast, easily disrupted network 
of voluntary eooperation enables anything good 


to happen— and yet it happens. 

Even employees ean’t be eontrolled the way 
they used to be. “As an employer, you used to 
look at the workforee as your workforee— they 
belonged to you,” says Josh Bersin, a eonsultant 
on human eapital strategies. “Now, beeause of 
ehanges in employee values, you have to think 
of your workforee as a buneh of volunteers.” 
The best ones, espeeially among millennials, 
want to work for organizations pursuing a worthy 
mission. And through soeial media and employ- 
ment websites, they’re eontinually aware of other 
jobs available to them and how other workplaees 
staek up against their own. It’s no use trying to push 
them around. 

As a handy rule of thumb, leaders today may 
just want to assume that everyone knows every- 
thing, and everyone ean eommunieate with ev- 
eryone else at any time. Those assumptions aren’t 
strietly true, of eourse, but they’re elose enough 
to be useful. Doomed leaders see the new reality 
as a damnable eonstraint on their effeetiveness; 
great leaders see it as a huge opportunity. They 
ean gather more information more easily than 
their predeeessors would have dreamed possible, 
and they ean eommunieate with their many eon- 
stitueneies in more ways and more often. Even 
with less eontrol, a leader’s opportunities to be 
effeetive are greater than ever. 

Disoriented by the new rules, leaders ean find 
eomfort in the eternals. People everywhere still 
want leaders who will speak to them honestly 
about the ehallenges they faee together. They 
want leaders who show eourage and see hope, 
who say, “I see the way to a better future. Fol- 
low me.” That was the message that brought the 
two mayors on our list, Mike Duggan of Detroit 
and Tri Rismaharini of Surabaya, Indonesia, to 
the helm of the troubled eities they’re turning 
around. 

Most deeply, people still want to be led. They 
understand instinetively that no group aehieves 
anything worthwhile without someone in eharge. 
That’s why, espeeially in erises, people inevitably 
rally around a leader. What’s strikingly new is that 
in a radieally more open, more eonneeted world, 
that leader eould be the designated authority— or 
it eould be a 17-year-old kid with a eellphone. Our 
World’s Greatest Leaders are the best examples 
we’ve found of how to sueeeed in this ehallenging 
new environment, where leaders must earn their 
leadership every day. 
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Mario 

Draghi 

President 
European 
Central Bank 





Mario Draghi, as president of the European Central 
Bank, surely has one of the toughest and most signif- 
icant jobs in the world. Growth and stability in the 
eurozone, and more broadly in the European Union, 
should be an anchor for the world economy. But its 
weaker economies have floundered for years, and 
Europe has long lacked the political leadership to ad- 
dress their problems. Draghi, drawing on long experi- 
ence in both government and business, has moved to 
fill that void. Taking full advantage of the instruments 
available to the central bank and his personal powers 
of persuasion, he has carried out his own pledge to do 
"whatever it takes" to hold the eurozone together. 

Draghi's role requires him to balance widely diver- 
gent national views and circumstances. Ultimate 
success is dependent upon confidence in the skill, 
capacity, and integrity of a man able to reconcile the 
different positions. Draghi, born of Italy but a man of 
Europe, has provided that leadership. 

Victory in the battle for growth and stability— and 
political reconciliation— within Europe has not yet 
arrived. However, there is little doubt that Draghi has 
provided a beacon of needed leadership. Given the 
weight of Europe in the world economy, we all have a 
stake in his work. —Paul Voicker 


ii 

MARIO DRAGHI 
HAS BEEN 
INSTRUMENTAL 
IN KEEPING 
NDTJUSTTHE 
EURO BUT 
ALSO THE EU 
ITSELF 
ON TRACK 
DURINGA 
VERYTRYING 
PERIOD.” 

KENCHENAULT 

CEO, AMERICAN EXPRESS 



XIJINPING 

PRESIDENT/PEOPLE'S 

REPUBLICOFCHINA 


There hasn't been a 
stronger leader In China 
since the reformer Deng 
Xiaoping— or maybe the 
revolutionary Mae Ze- 
dong. XI shares traits 
with both. He has con- 
solidated power; fired, 
fined, erjalled a guarter 
of a mllllen cadres In his 
massive corruption 
purge; and cracked 
down on dissidents. He's 
also behind China's ro- 
bust nationalistic mes- 
sage directed at world 
powers. At the same 
time he has preached 
meaningful reforms— 
Including, Importantly, 
strengthening the rule 
of law. Much new de- 
pends on his ability to 
advance these reforms 
while managing the 
economy's Inevitably 
slowing growth and Its 
transition from being 
Investment-based to 
consumption-based. 
That's a monumental 
job, of course. Astumble 
could spark Insurrection 
and disaster, but so far 
XI Is holding things to- 
gether. Veteran China 
watchers In the West 
consider him a true 
leader, albeit one whose 
record remains Incom- 
plete. That's why many 
are calling this the most 
Interesting time In 
China In decades. 
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POPE FRANCIS 

PONTIFF/ 
CATHOLIC CHURCH 


Since becoming pope in 
2013, Francis [the for- 
mer Jorge Mario Bergo- 
giio] has been shaking 
up the management of 
one of theworid's iarg- 
est bureaucracies: the 
Roman Cathoiic Church. 
That earned him the top 
spot on Fortune's iist of 
Worid s Greatest Lead- 
ers iast year— but his vi- 
sion, fortitude, and 
commitment to reform 
were so extraordinary in 
COl-J that weTe inciud- 
ing him again this year. 

It is not just that he has 
ied by exampie— by now 
it's weii known that the 
pope, who has iong 
championed the virtues 
of charity and modesty, 
has forgone the tradi- 
tionai suite in the 
Apostoiic Paiace, opting 
instead to reside in a 
one-bedroom apart- 
ment in the Vatican 
guesthouse. Less known 
is how decisive he is in 
personnei choices, re- 
piacing the boards of 
the Vatican Bank and its 
main reguiatory body 
with highiy respected 
businesspeopie from 
around the giobe. And 
though there has been 
pushbackfrom en- 
trenched interests at 
the Vatican, this pontiff 
is not easiiy conned: 

He gets information on 
aii important church 
personnei and organiza- 
tions from a variety of 
sources and shuns 
toadies and cronies. 
Operating budgets are 
now pruned to ensure 
that as much money 
as possibie can go to 
charity. This, after aii, 
is a pope who iives his 
own iessons. 



NARENDRAMODI 

PRIMEMINISTER/INDIA 


Modi rode to victory in 
eiections iast year on a 
wave of economic dis- 
satisfaction. But whiie 
many reformers before 
him have taiked a good 
game. Modi has actuaiiy 
begun to deiiver on his 
promises— making gen- 
uine progress in his ef- 
forts to make India more 
business-friendiy and 
iess reguiated, address- 
ing vioience against 
women, improving sani- 
tation, and patching up 
reiations with other 
Asian countries and the 
U.S. There is, to be sure, 
a iong way to go. Fuiiy 
achieving any of his 
goais wiii reguire re- 
forming India's powerfui, 
wideiy corrupt bureau- 
cracy. But he has put the 
bureaucrats on notice 
whiie taking action 
where he can— for ex- 
ampie, by substantiaiiy 
increasing aiiowabie for- 
eign investment in the 
insurance industry. And 
in greatiy simpiifying the 
procedure for getting a 
visa to visit India, he has 
symboiicaiiy iowered the 
status of bureaucrats 
and raised that of po- 
tentiai outside investors. 
Modi stiii faces such 
huge chaiienges as 
privatizing India's vast 
portfoiio of state-owned 
businesses and deregu- 
iating iabor markets. 

But simpiy by deciaring 
those as goais, he has 
seized controi of the na- 
tionai agenda and sent a 
message that it's time 
for aii of India— notjust 
its infotech services 
sector— tojoin the 21st 
century. The IMF and 
other forecasters now 
believe India will be 
growing faster than 
China in a year ortwo. 
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Taylor 

Swift 

Pop star 


Taylor Swift didn't become the highest-paid woman 
in the music business by accident. Pop's savviest 
star has crossed swords with Spotify, embraced 
corporate sponsorship, and moved to secure dozens 
of trademarks [including phrases like "This sick 
beat"]— plus she has proved shrewder at honing a 
brand in the social media age than virtually any other 
person or company. And she's done it without resort- 
ing to dumbed-down salacious gimmickry. (Swift, 
ahem, is arguably the anti-Miley Cyrus.] With 1989, 
the top-selling album in 201^, Swift's efforts to en- 
sure she gets paid for her music could have a huge 
ripple effect on the way artists are compensated in 
an era of free streaming. 


s 
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JOANNE LIU 

INTERNATIONAL 

PRESIDENT/ 

MEDECINSSANS 

FRONTIERES 


Liu, a Canadian-born 
physician, has worked 
with MSF since 1996, 
when she took on her 
first fieid assignment: 
caring for Maiian refu- 
gees in Mauritania. Since 
then she has taken part 
in more than 20 missions 
on four continents— 
heiping victims of the In- 
donesian tsunami and 
Haitian earthguake, as 
weii as refugees and sur- 
vivors of sexuai vioience 
in Somaiia, Congo, and 
Sudan's Darfur region, to 
name just a few. But Liu's 
Job got even more de- 
manding in October 
2013, when she was 
named the group's inter- 
nationai presidentjust 
two months before the 
first West African pa- 
tients were diagnosed 
with Eboia, the start of 
what became the deadii- 
estand most widespread 
outbreak of the horrific 
disease to date. Liu and 
MSF didn't ditherfor a 
second. She heiped iead 
the organization's fast 
and aggressive response 
to the virus, estabiishing 
fieid hospitais in the 
middie of the hot zone 
and pressing African 
ieaders and pubiic heaith 
officiaisworidwideto 
step up their efforts. The 
pressure worked. At ieast 
forthetime being, this 
contagion has 
been contained. 


John Roberts Jr. 

Chief Justice /Supreme Court 

No one doubts it’s the Roberts Court now. At 
age 60, and already in his 10th year in the 
role, the Chief Justice of the United States 
commands universal respect, even from the 
far older members of the ferociously 
polarized panel. Administratively, 
he leads not only “the nine,” but also some 
180 appellate judges, 680 district judges, 350 
bankruptcy judges, 550 magistrate judges, 
and the 28-judge Judicial Conference. In the 
Supreme Court’s rightward journey, it is 
Roberts, one the capital’s few remaining 
statesmen, who is setting the pace on how 
fast— and the limit on how far. This term 
his historic votes (and behind-the-scenes 
influence) will very likely determine if 
Obamacare survives and same-sex marriage 
receives constitutional benediction. 



MARY BARRA 

CEO/GM 


Immersed in GM's igni- 
tion-switch megacrisis 
aimost since day one as 
CEO, Barra has deftiy 
Juggied the demands of 
investors, reguiators, 
customers, piaintiffs, 
and empioyees on one of 
the business worid's 
most visibie stages. 

She's a company iifer, but 
her insistence on greater 
openness nonetheiess 
broke the iong-standing 
GM pattern of downpiay- 
ing responses to product 
defects— and she is 
making a genuine, if stiii 
far from compiete, effort 
to transform the auto- 
maker's scierotic cuiture. 



JOSHUA WONG 

ACTIVIST/ HONG KONG 
PRO-DEMOCRACY 
MOVEMENT 


Slight, and with a bowl 
cut and black-framed 
eyeglasses, the 18-year- 
old Wong doesn't look 
like Hollywood's idea of a 
charismatic rebel leader. 
But Wong, a co-founder 
of the student-activist 
group Scholarism, was 
one of the most com- 
pelling figures in Hong 
Kong's pro-democracy 
"Umbrella Revolution" 
last year. His nonviolent 
protest message and 
energetic idealism galva- 
nized crowds that, over 
months, numbered in the 
hundreds of thousands. 
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Johnetta 

Elzie 

DeRay 

McKesson 

Prominent voices for 
nonviolent protest 
Ferguson, Mo. 


After the fatal shooting of Michael Brown by police in Ferguson, Mo., 
Mckesson left his school administrator job in Minneapolis to protest in 
St. Louis. He met Elzie at a medic training on how to respond to tear gas, 
and together they began to chronicle events in the shooting's wake as 
they unfolded with breakneck speed. Their award-winning online news- 
letter, This Is the Movement, now has some 15,000 subscribers— and the 
two reach another 100,000 followers via Twitter. "My role here is Just to am- 
plify the message," Mckesson tells Fortune. "We are two of many people." 



JEREMY FARRAR 

DIRECTOR/ 

WELLCOMETRUST 

In 2003, when bird flu 
reemerged in humans, 
studies at a key iab in 
Vietnam— run by a Brit- 
ish ciinician— gave the 
werid deep insights inte 
the virus. When that 
same physician, Jeremy 
Farrar, became head ef 
the Weiiceme Trust and 
its $26 biiiien endow- 
ment twe years age, 
infectious-disease re- 
search got a new giobai 
champion. Under Farrar, 
Weiicome has not oniy 
doubied down on Eboia 
research but aiso fast- 
tracked ciinicai triais of 
potentiai treatments. 



JAMES COMEY 

DIRECTOR /FBI 


Even as the national de- 
bate on police shootings 
of unarmed black men 
has simmered just below 
the boil, few in law en- 
forcement have been 
willing to talk about it. But 
that s Just what Comey 
did in February, speaking 
bluntly about four "hard 
truths" of law enforce- 
ment and race. It could 
have been a disaster, but 
by openly addressing un- 
conscious bias and other 
hot-button issues, the 
FBI boss earned praise 
from across the political 
spectrum and improved 
public esteem of his 
organization. 


K 

MARK CARNEY 
PARACHUTES IN 
FROM CANADA 
TO HEAD THE 
BANKOFENGIAND 
AND DOES A 
UNIVERSALLY 
ACCEPTED 
GREAT JOB. HE’S 
CHARISMATIC, 
DECENT, AND 
COULD EASILY 
BE A FUTURE 
PRIME MINISTER 
BACK HOME.” 

lANBREMMER 

PRESIDENI/EOHASIAERDUP 


No. 14 



AI-JEN POO 

DIRECTOR/ 
NATIONAL DOMESTIC 
WORKERSALLIANCE 

As the leader of one of 
the most significant 
new forces in organized 
labor, Ai-Jen Poo has 
become the foremost 
advocate for living 
wages and health care 
benefits for the often 
ignored and underpaid 
nannies, housekeepers, 
and other at-home 
caregivers all overthe 
country. Since 2010 
four states have passed 
a Domestic Workers’ Bill 
of Rights— in large part 
because of this OOl-J 
MacArthur "genius" 
fellow’s efforts. 



MARK CARNEY 

GOVERNOR/ 

BANKOFENGIAND 

As governor of the Bank 
of England since mid- 
2013, Carney has dis- 
played boldness and fi- 
nesse— Just as he did 
while central-bankchief 
in his native Canada dur- 
ing thefinancial crisis. 
Back then he was cred- 
ited with keeping Cana- 
da’s economy healthy, 
even as other developed 
nations raced to the 
brink. Now, with Carney’s 
steady hand, the U.K.’s 
economy is revving up 
too. The IMF predicts it 
will grow far faster this 
yearthan any other ma- 
jor European economy. 
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Ellen Johnson Sirleaf 

President/ Liberia 

When a bitter civil war tore Liberia 
apart over a decade ago, Sirleaf 
helped mend the conntry, a re- 
markable feat of leadership that 
earned her the 2011 Nobel Peace 
Prize. Last snmmer, when another 
menace, the Ebola virns, wreaked 
havoc, Sirleaf was slower to act— a 
mistake she candidly acknowl- 
edged. Bnt after that tepid initial 
response, she bronght the fnll 
weight of her government to bear 
and helped bring the crisis to an 
end. To be snre, Liberia’s president, 
the first female head of state in Af- 
rica, has not done enongh to tackle 
the conntry ’s endemic corrnption, 
bnt few think anyone bnt Sirleaf 
conld have helped rescne the conn- 
try the way she did— twice. 
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HOWARD SCHULTZ 

CEO /STARBUCKS 

Even ifyeu thought Star- 
bucks' move to encour- 
age conversations about 
race in its stores was a 
terribie idea, you have to 
admit it was gutsy. Its 
aiso ciassic Schuitz. He is 
known for embracing is- 
sues that most CEOs 
wouid rather not touch 
with a 10-foot poie, 
whether it s gay marriage, 
guncontroi, oragrid- 
iocked Washington. And 
with the stock returning 
about 30% over the past 
year[doubietheS&P 
500], Schuitz has proved 
that Big Business and so- 
ciai causes don't have to 
be mutuaiiy exciusive. 


.ol9 



PETE PRATES 

ADVOCATE /ALS "ICE 

BUCKETCHALLENGE" 

The former Boston Col- 
lege baseball player has 
lost almost all physical 
movement and his voice 
to amyotrophic lateral 
sclerosis. But his persis- 
tence in telling the world 
about his battle with the 
neurodegenerative dis- 
ease sparked the Ice 
Bucket Challenge— the 
most viral fundraising 
campaign in history- 
bringing in $115 millien 
for the ALS Association to 
date. Videos of people 
dousing themselves with 
ice water, meanwhile, 
made the search for a 
cure a national cause. 


BILL AND MELINDA 
GATES 

F0UNDERS/BILL& 

MELINDAGATES 

FOUNDATION 

It has been 15 years since 
the husband-and-wife 
team begantheirphilan- 
thropic mission to 
eradicate preventable 
diseases in developing 
nations. Since then their 
foundation has deled out 
nearly $33 billion in 
grants and made stun- 
ning progress toward its 
goals. New cases of 
malaria have decreased 
25%, and India, after 
a Gates-backed vaccina- 
tien campaign,said in 
201^ that it was 
polie-free. 
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MIKE DUGGAN 

MAYOR /DETROIT 

KEVYNDRR 

FORMER EMERGENCY 
MANAGER/ DETROIT 

The nation's largest-ever 
municipal bankruptcy 
could have been a disas- 
ter. It was anything but. 
Drr aggressively shrank 
the city's □bligationsto 
bondholders and set the 
stage for a complete fi- 
nancial overhaul. In his 
first year in office, Dug- 
gan proved a driven and 
effective manager, in- 
stalling over 20,000 new 
streetlights, shortening 
emergency response 
times, and balancing the 
city budget for the first 
time in ever a decade. 


cc 

MARY BARRA 
HAS DONE A 
SUPERBJDB 
OF NAVIGATING 
THE GLOBAL 
AUTOMAKER 
THROUGH THE 
TOUGH TIMES. 
ITHINKHER 
TIMEATGM 
WILL BE SEEN AS 
REALLY ARTFUL 
STRATEGIC 
LEAOERSHIP.” 

• THOMAS KDLDITZ 

YALESCHDDLDFMANAGEMENT 



HELENA MDRRISSEY 

CEO /NEWTON INVEST- 
MENTMANAGEMENT 


While her dayjeb is 
helming a London firm 
managing $55 billion in 
assets, Morrissey is also 
leading the 30% Club, a 
campaignte make pub- 
lic-company beards in 
the U.K. 30% female. By 
convincing [mostly male] 
chairmen that diverse 
beards produce superior 
shareholder returns, the 
charismatic mother of 
nine has made progress 
at heme— FTSE 100 
beards are 2 ^% female, 
vs. 13% in 2010. She's 
new bringing her guest to 
the U.S., where beard di- 
versity has further to ge. 
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Putin’s Ebbing Power 

The Russian President heiped 
build his country’s aspirationai 
middle class. It may ultimately 
be his undoing. 


By Moises Nairn 

UNTIL RECENTLY VLADIMIR PUTIN 

was customarily included in lists of the 
world’s most powerful people. Throughout 
a nearly l6-year reign, Putin’s brand of lead- 
ership— full of swagger, bare-chested photo 
ops, and tiger hunting— has brought him 
wide popularity at home and even grudging 
admiration abroad, a faet that was made elear 
by his seleetion as Times 2007 Person of the 
Year. “[He] makes a deeision and he exeeutes 
it— quickly. And then everybody reaets. That’s 
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what you call a leader,” said former New York 
mayor Rudy Giuliani on Fox News last year. 
After Putin’s 2009 speeeh at the World Eeo- 
nomic Forum in Davos, the CEO of one of 
the world’s largest eompanies told me, “He 
is a thug, but we have no option other than 
to deal with him and his cronies. He is just 
too powerful.” 

At least that’s how it has been so far. Now 
times are ehanging. Putin eontinues to wield 
immense power, but less than before, and 
betting that his power will inerease would be 
a long shot. The Russian President is clearly 
more eonstrained than he has been at anytime 
sinee he took offiee, as multiple ehanges over- 
taking the eountry make his grip on power less 
seeure. Unlike the Russia of the early 2000s, 
when Putin ushered in a transformative and 
eeonomically uplifting era, the eountry today 
is spiraling downward. The eeonomy teeters 
on the brink of reeession, battered by falling 
oil prices (50% of government revenue eomes 
from the sale of oil and gas), onerous eeonomie 
sanetions, massive eapital flight, and disap- 
pearing foreign investment. 

Last year alone, the ruble lost half its value, 
food priees rose 23%, and inflation aeeeler- 
ated to 16.7%. The Kremlin has had to deploy 
massive resourees to bail out some of the na- 
tion’s largest eompanies and banks. Standard & 
Poor’s in January eut the eountry’s eredit rating 
to junk. The eontinuing eonfliet with Ukraine 
may lead to more sanetions and isolation from 
the international eommunity. And Russia’s eor- 
ruption is notorious: In a 2014 survey Transpar- 
eney International ranked it 137th out of 172 
eountries, tied with Iran, Nigeria, and Lebanon. 

Yet Putin’s approval rating hovers around an 
astonishing 85%. Even in a poliee state where 
eensorship stifles opinion polls, it’s elear that he 
enjoys broad support. His takeover of Crimea 
was viewed favorably at home, where most 
feel the peninsula rightfully belongs to Russia, 
and his continued belligerenee along the bor- 
der with Ukraine reinvigorates national pride. 
Years of high oil priees that ended only last fall 
brought Russia a dramatie rise in prosperity: 
Poverty waned, the middle elass expanded, and 
overflowing government eoffers enabled Putin 
to fund all kinds of feel-good initiatives for a 
soeiety still reeling from the indignities of los- 
ing its standing as a superpower. 
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Thinking five steps ahead 
is good. Actually taking 
them is better. 


Turning strategy into action is how tomorrow's 
leaders lead. North Highland not only brings the 
expertise to help you see what’s coming, but also 
transform your business so it meets the future 
head on. 


To learn how our experience managing change 
will put You First, go to northhighland.com/youfirst 


north highland. 

WORLDWIDE CONSULTEHG 


Domestically, such popularity masks an ex- 
tremely dark side. Putin has made life at least 
difficult for political opponents; critics are 
often silenced, jailed, or worse. Even if Putin 
was not directly responsible for the brazen 
murder of opposition leader and Putin critic 
Boris Nemtsov, he has cultivated an atmo- 
sphere that strongly discourages dissent. The 
Kremlin has consolidated control over nearly 
all Russian media and has moved to block, 
close, or censor any independent press and the 
Internet. In a country where 90% of citizens 
get their news from television and the three 
main stations are controlled by the state, 
Putin exerts enormous influence in crafting 
the message delivered into Russian homes. 
While enjoying their newfound middle-class 
comforts— and toasting their benefactor- 
many seem to have grown apathetic about 
the swelling police state. 

But how long can high approval ratings last 
in a country so economically and socially frail? 
To hold off the storm, Putin is successfully dis- 
tracting the public with international theatrics 
that tap into his people’s devotion to the moth- 
erland. Unfortunately, the maneuver will only 
deepen the more troubling economic crisis at 
hand by further cutting off the nation from the 
global economy. Even after 16 years of absolute 
power, Putin isn’t immune to forces that will 
erode the barriers that have kept him on top. 

Those forces are global: In every continent 
and across every sector of human activity, the 
old order is losing ground. Previously uncon- 
tested leaders in government, the military, re- 
ligious organizations, and businesses are being 
undermined by unknown or once negligible 
actors: “micropowers.” Think of ISIS, the de- 
stabilizing fnnge political parties in Europe, and 
destructive lone hackers like Edward Snowden. 

Deep transformations in society drive those 
trends. There is more of everything— more 
people, countries, cities, political parties, and 
armies; more goods and services, and more 
companies selling them; more weapons, medi- 
cines, students, computers. More people are in 
the global middle class. Because of this “more” 
revolution, humanity on the whole is living 
longer and healthier lives, with basic needs ad- 
dressed far better than ever. In addition, this 
more of everything now moves more, making 
the world harder to control. Information travels 




MoisesNaimisa 
distinguished 
fellow at the Carnegie 
Endowment for 
International Peace 
and the author of 
The End of Power: 
From Boardrooms 
to Battlefields and 
Churches to States, 
Why Being in Charge 
isn't What ft Used to Be 
(Basic Books). 
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UNLIKETHE 
RUSSIA OFTHE 
EARLY 2000s, 
WHEN PUTIN 
USHERED IN 
A TRANSFORM- 
ATIVE AND 
ECONOMICALLY 
UPLimNG ERA, 
THE COUNTRY 
IS SPIRALING 
DOWNWARD.” 



faster and wider. Migration and urbanization 
are uprooting and transforming towns and cit- 
ies. Global trade has skyrocketed, and money 
moves at the speed of the Internet. Power needs 
a captive audience, so the mobility revolution 
makes it easier for the subjects of unwanted 
power to evade it and lets challengers circum- 
vent the barriers that shield the incumbents. 

Because of the more and mobility revolu- 
tions, people’s mindsets and worldviews are 
being vastly broadened: I call this the mentality 
revolution. Changes in mentality and attitudes 
toward power and authority reflect a growing 
global consensus regarding the importance of 
individual autonomy as well as a correspond- 
ing popular intolerance of authoritarianism. 
Increased globalization enables people from 
disparate parts of the world to see how others 
live— and gives them aspirations to live better. 

Russia has not escaped these trends. After 
former Secretary of State Condoleezza Rice 
met with young entrepreneurs in Moscow in 
2007, she wrote in the Washington Post that 
while they were a relatively small percentage of 
Russia’s people, they represented “a burgeoning 
urban middle class who own their apartments, 
furnish them at Ikea, and spoil their children at 
McDonald’s. They . . . have different expectations 
for the future.” The middle class has flourished 
under Putin, and until the economy turned, it 
was expected to continue to grow in numbers 
and increase its living standards. Its members 
have grown accustomed to better-paying jobs 
and certain luxuries, like imported goods, 
modern electronics, cars, and better housing, 
health, and education. This is bound to change 
for the worse. As unemployment and inflation 
rise while the economy shrinks, the deteriorat- 
ing conditions are bound to nurture popular 
discontent and even unrest. 

During a recent presentation on the impor- 
tance of independent media, one of the singers 
in Pussy Riot, the Moscow-based punk band 
highly critical of Putin, said, “Most Russians, 
they don’t know about what the government is 
doing.” Putin’s real troubles will begin when the 
word inevitably gets out. 

Is Vladimir Putin one of world’s most 
powerful heads of state? Undoubtedly. Is his 
power increasing, and is he secure in his posi- 
tion? Of course not. Is he a great leader? Not 
even close. 
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We help you build a 
healthier workforce. 

It’s a chilling fact - 
chronic disease accounts for about 
75% of annual healthcare costs 
in the U.S. Fortunately, most of 
this cost can be avoided through 
preventive healthcare: a proactive 
approach to health designed to keep 
today’s health risks from becoming 
tomorrow’s chronic illnesses. 

The medical professionals 
of EHE International specialize 
in evaluating and addressing 
risk factors for disease before 
symptoms appear and costly 
interventions become necessary. 

And that's just the beginning... 


NT K n N At ] on 


EHEIntl.com/Fortune 
212.332.3738 I Fortune@EHEIntl.com 








BEATRICE MTETWA 

LAWYER /HUMAN 
RIGHTS ACTIVIST IN 
ZIMBABWE 

She has been called ene 
□f the bravest lawyers in 
Africa— and for good 
reason. Mtetwa, who was 
recognized by the U.S. 
State Department as 
□ no of 10 "internatienai 
women ef courage" iast 
year and who was the 
subject of the 2013 doc- 
umentary Rule of Law, 
has never wavered in her 
defense ef human rights 
and basicfreedems in 
her native Zimbabwe. 
Despite beatings, 
arrests, and endiess 
threats, she continues te 
fight ferthe ruie of iaw. 
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TRIRISMAHARINI 

MAYOR /SURABAYA, 
INDONESIA 

Elected as Surabaya's 
mayor in 2010, Rismaha- 
rini has transformed her 
city of 2.7 million people 
into a new kind ef Indo- 
nesian metropolis, one 
that celebrates green 
space and environmental 
sustainability. The city, 
long known for pellutien 
and congestion, new 
beasts 11 richly land- 
scaped parks and other 
green spaces. In seme 
cases even cemeteries 
have been expanded and 
redesigned te absorb 
mere water and reduce 
fleeding, an ever-present 
risk in Indonesia. 


NO. 23 
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ELONMUSK 

CO-FOUNDERANDCEO/ 

TESLAMOTORS/SPACEX 

From electric vehicles te 
space travel. Musk has 
taken on some of the 
greatest technelegical 
challenges ef eurtime. 
But what transforms him 
from mad inventerte 
visionary leader is his 
ability te convince the 
world of the viability of his 
projects, even ideas like a 
tube-based transit sys- 
tem called the Hyperleep. 
His electric-car maker, 
Tesla Motors, produces a 
world-class autemebile, 
but so far nothing for the 
masses— nor an annual 
profit. Dees it matter? 

No. We'll wait. 
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MARKZUCKERBERG 

CEO/FACEBOOK 

"Everyone knows Mark 
Zuckerberg started Face- 
beekwhen he was 19, but 
because of that extraor- 
dinary beginning, every- 
one tends to underrate 
the role he has gene on 
te play," says Silicon Val- 
ley eminence PeterThiel, 
who himself has had an 
outsize role in the tech 
revolution. "Keeping the 
company relentlessly fo- 
cused on the long-term 
future, he is the eppesite 
□f a guarter-te-guarter 
Wall Street CEO, and 
that's why he deserves te 
be recognized as a great 
leader." We couldn't have 
said it better ourselves. 
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26 


■ao 

Ming 

Animal rights 
activist 
and former 
NBA star 





Yao Ming could have 
returned to China for 
a quiet retirement. 
Instead, the 7-foot 
6-inch former NBA 
star has spoken out 
against various ani- 
mal abuses— includ- 
ing his country's ille- 
gal ivory trade (China 
accounts for about 
70% of global de- 
mand] and the prac- 
tice of hunting sharks 
for shark-fin soup. 
But the impact of his 
efforts has been far 
bigger than the head- 
lines he generates. 
Following Yao's lead, 
other famous Chinese 
are starting to talk 
openly about the 
country's problems— 
resulting in a more 
public social debate. 
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JEFF BEZOS 

FOUNDERANDCEO/ 

AMAZON.COM 

Bezes has built a 
$17^ billien empire by 
centinually churning out 
new preducts with mass 
censumer appeal, frem 
e-reader tablets te 
streaming-enly TV shews 
te, seen, geeds delivered 
by drenes. Net all his in- 
vestments have paid eff: 
Amazen's much-hyped 
Fire Phene, which made 
its debut last summer, 
was aflep. Yetthe visien- 
ary CEO net enly created 
his diversified behemeth 
frem scratch but turned 
e-commerce frem a 
fanciful idea into a glebe- 
changing practice. 
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KAILASHSATYARTHI 

FOUNDER/BACHPAN 

BACHAOANDOLAN 

Though overshadowed by 
last year's other recipient 
□f the Nebel Peace Prize, 
Malala, Satyarthi has led 
the glebal fight against 
child laberfer mere than 
three decades. Founded 
in 1980, his Bachpan 
Bachae Andelan [Save 
Childheed Movement] 
has protected the rights 
□f some 83,000 children 
around the world. Child 
labor, he says, is as much 
an econemic issue, per- 
petuating poverty and il- 
literacy, as it is about hu- 
man rights. In any case, 
ne one has dene as much 
te prevent it as he has. 
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LEIJUN 

FOUNDERANDCEO/ 

XIAOMI 

Fouryears after building 
its first smartphone, 
Beijing-based Xiaemi is 
valued at $<45 billion. Flew 
Xiaemi get to that point, 
though, says less about 
its products [which get 
only se-se reviews] than 
its founder. From the 
start. Lei rebuffed indus- 
try cenventien— selling 
online only, giving users a 
strong voice on software 
changes, and hawking 
phenes ferathird of an 
iPhones price. That, it 
seems, is how you get to 
be the world sfifth- 
largest smartphone 
maker overnight. 


u 

FDR MARK 
ZUCKERBERG, 
FACEBDOK 
IS STILL JUST 
STARTING. 
KEEPING THE 
COMPANY 
RELENTLESSLY 
FOCUSED ON 
THE LONG-TERM 
FUTURE, HE IS 
THE OPPOSITE OF 
AQUARTER-TD- 
QUARTERWALL 
STREET CED.” 

PETERTHIEL 

PARTNER/FDUNDERSFUND 
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BAYAN MAHMOUD 
AL-ZAHRAN 

LAWYER /SAUDI ARABIA 

In a country that bars 
women from driving, even 
the smallest advance- 
ment in women s rights 
should be celebrated. So 
there's no overstating the 
importance of al- 
Zahran's accomplish- 
ments. In 2013 she be- 
came the first woman 
licensed to practice law in 
Saudi Arabia, and last 
year she opened the 
kingdom's first-ever all- 
woman lawfirm. Though 
herfirm will represent 
both men and women, 
one of its stated goals is 
to argue cases on behalf 
of Saudi women in court. 


A verified photo 
of al-Zahran was 
not available. 



LEBRON JAMES 

FORWARD/ 

CLEVELAND CAVALIERS 

With two NBA titles, 
James didn't need to 
return to Cleveland— a 
place without a champi- 
onship, let alone hope of 
a guick one. But, he said, 
he wanted to bring a 
group together and help 
them "reach a place 
they didn't know they 
could go." The Cavs, atop 
their division as of mid- 
March, are reaching. 
Meantime James, newly 
elected VP of the NBA's 
Players Association, will 
face a fresh leadership 
challenge as labor nego- 
tiations with the league 
get underway. 
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Mark 

Bertolini 

CED / Aetna 


t 

It was a bold move. In January, Bertolini told Aetna employees the com- 
pany would boost its own minimum wage to $16 [as much as a 33% in- 
crease for some workers] in April and substantially upgrade health 
benefits for those at the bottom rungs of the company— something 
that would improve the lives of thousands. The CEO called it an "infra- 
structure investment in the quality of our employees/' saying it would 
not only help trim the $120 million that Aetna currently spends each 
year to rehire and retrain workers but also boost employee engagement 
with customers. Investors seem to understand the rationale. The 
insurer's stock is up 22% since the Jan. 12 announcement, trouncing 
the S&P 500. And that may help explain why Wal-Mart, Target, and 
other big companies quickly followed suit. 
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NGOZI 

OKONJO-IWEALA 

FINANCEMINISTER/ 

NIGERIA 

A magna cum laude Flar- 
vard grad who holds a 
Ph.D. from MIT, Dkonjo- 
Iweala has helped usher 
in a GDP-trebling de- 
cade of Nigerian pros- 
perity. "She is a feariess 
promoter of sound eco- 
nomic poiicies," says 
Witney Schneidman, a 
former deputy assistant 
secretary of state for Af- 
rican affairs. No wonder 
Nigeria's two-term 
finance minister— and 
first woman in the roie— 
has been considered a 
top contenderto run the 
Worid Bank one day. 
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RAJ PANJABI 

CEO /LAST MILE HEALTH 

Panjabi spent the first 
nine years of his iife in 
Liberia before fleeing that 
country's civii war. In 
2007 he went back— this 
time with a medicai 
degree and a mission: to 
train viiiagers in remote 
areas to be heaith care 
workers. Seven years 
iater, when Eboia struck, 
Panjabi's Last Miie Heaith 
rapidiy trained 1,300 
Liberians— an army that 
heiped keep the virus at 
bay in many parts of the 
country. Now he's working 
with Liberia's govern- 
ment to iaunch a na- 
tionai community heaith 
worker program. 
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ADM. WILLIAM 
MCRAVEN(RET.) 

CHANCELLOR/ 

UNIVERSITYOFTEXAS 

McRaven, a farmer Navy 
SEAL, earned renown af- 
ter overseeing the 2011 
Speoial Dps raid that 
kiiied Osama bin Laden. 
But his fame sweiied iast 
year when he gave one of 
the aii-time great oom- 
menoement addresses— 
a speeoh at his aima 
mater, the University of 
Texas. MoRaven was 
named ohanoeiiorof the 
UT system in January, 
and he's aiready heiping 
repair its reputation, 
whioh had suffered after 
an admissions soandai 
and other oontroversies. 
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CAROLYN MILES 

PRESIOENTANOCEO/ 

SAVETHECHILOREN 

Sinoe being named CEO 
of the nonprofit group in 
2011, Miies has heiped 
doubie the number of 
ohiidren the organiza- 
tion reaohes, both do- 
mestioaiiy and abroad. 
"She is managing an 
enormous giobai enter- 
prise under some of the 
worst oonditions imagin- 
abie," says Yaie Sohooi of 
Management professor 
and ieadership expert 
Tom Koiditz. "I suspeot 
that her efforts oontrib- 
ute direotiy to saving the 
iives of more than a 
thousand ohiidren a day, 
maybe more." 


K 

HESSELBEIN 
IS A BEACON 
OF GRACE ANB 
INTEGRITY IN 
AWDRLOTHAT 
HAS GROWN FAR 
TOD CALLOUS. 
ATHDUGHT 
LEADER OF 
THOUGHT 
LEADERS, SHE 
ISAMONGTHE 
LAST FEW DF A 
RARE BREED.” 

• THOMAS KDLDITZ 

YALESCHDDLDFMANAGEMENT 



FRANCES 

HESSELBEIN 

PRESIDENT ANDCEO/ 
FRANCES HESSELBEIN 
LEADERSHIP INSTITUTE 

Hesselbein rose to fame 
as CEO of the Girl Soouts 
of the USA, whioh she 
transformed in the 
196Ds and 197Ds— an 
aohievement for whioh 
she got the Presidential 
Medal of Freedom. In her 
late 90s, she oontinues 
to train a new generation 
of leaders through her 
eponymous institute. It's 
a luoky thing. After all, 
who else oan reframe the 
work of the late Peter 
□ ruokerfor an audienoe 
of millennials? [Yes, 
that's her latest book.] 
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JAMIE DIMON 

CED/JPMORGAN CHASE 

□imon is arguably the 
first person to make the 
big-bank profit model 
work, and he hasn't wa- 
vered in his belief in that 
model even as regulators, 
aoademios, and some 
Wall Street analysts have 
pressured him to soale 
baok. It's easy to forget 
that J.P Morgan Chase 
was an also-ran before 
□imon showed up [with 
the 200^ merger be- 
tween JPM and Dimon's 
Bank One]. Now it's the 
most important bank in 
the world. Love or hate 
the ways of Wall Street, 
it's hard not to admire its 
rough-hewn rajah. 



PATRICK AWUAH 

FOUNDERAND 
PRESIDENT/ASHESI 
UNIVERSITY COLLEGE 

He made millions at 
Miorosoft and then 
deoided to make a differ- 
enoe baokhome in 
Ghana. Awuah founded a 
state-of-the-art, teoh- 
fooused university in this 
sub-Saharan nation— a 
region wherejust 5% of 
oollege-age kids go to 
sohooi. Many students at 
Ashes! University, 
founded in 2002, are the 
first in theirfamilies— or 
villages, forthat matter— 
to attend oollege. And 
notably, of the 1B8 stu- 
dents in the inooming 
olass, 51% are women. 
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Anthony f 

Fauci 

Director •• - 

NIAID(NIH) ^ 


THE 

WORLD'S 

50 

GREATEST 

LEADERS 


When the Ebola crisis hit last year, the government (and the media] 
turned once again to Anthony Fauci, who has become America's doctor. 
Over the past 31 years, Fauci, who has made seminal contributions to 
our understanding of HIV, has headed the National Institute of Allergy 
and Infectious Diseases and put its nearly $^.5 billion annual budget to 
good use, helping find ways to better treat and prevent infectious, 
immunologic, and allergic diseases. He has pioneered the development 
of therapies that extend the lives of those living with HIV/AIDS and 
pushed for a vaccine to prevent the infection— work that has earned him 
38 honorary doctoral degrees from universities around the world, the 
National Medal of Science, and the Presidential Medal of Freedom. 
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MITCH DANIELS ^ 

PRESIDENT/ PURDUE 
UNIVERSITY 

The former White Heuse 
budget director and Indi- 
ana governor is demon- 
strating that his green- 
eyeshade approach 
werksjust asweii in aca- 
demia. As president of 
Purdue University, he's 
frozen tuition, cut costs 
by zeroing out adminis- 
trative waste, and nego- 
tiated a deai with Ama- 
zon to save students up 
to 30% on textbeeks. Ne 
wonder Repubiican 
Peeh-Bahs are eagerte 
iure him backte pubiic 
iife. For new, though, he 
has forsworn a return 
to peiitics. 


cc 

THROUGH HIS 
DEFERENTIAL 
YET DECIDEDLY 
DETERMINED 
DEMEANOR. 

POPE FRANCIS 
IS LEADING A 
TRANSFOR- 
MATION OFTHE 
CATHOLIC CHURCH 
THAT RIVALS 
ANY CORPORATE 
TURNAROUND YOU 
COULD NAME.” 

- DENISE MORRISON 

CEO/CAMPBELLSDUP 





RICHARD PAZDUR 

DIRECTOR/ FDA'S 
OFFICE OF HEMATOLOGY 
AND ONCOLOGY 
PRODUCTS 

Rareiy dees one hear 
anybody ceiebrate the 
FDA. But iateiy the agen- 
cy's gatekeeper for can- 
cer drugs is getting 
neariy universai praise for 
his effort to speed prem- 
ising medications to 
market. In 201A the FDA 
approved the greatest 
number of novel drugs in 
almost 20 years. Under 
Pazdur's leadership, says 
Len Lichtenfeld of the 
American Cancer Society, 
"the FDA has been mere 
responsive to the needs 
□f cancer patients." 
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COURTNEY 

BANGHART 

HEADCDACH/PRINCE- 

TDNTIGERSWDMEN'S 

BASKETBALLTEAM 

Taking charge of a medi- 
ocre team that had never 
made it to the NCAA 
tournament, Banghart 
coached the Tigers to 
five Ivy League champi- 
onships. This season the 
Tigers went 31-0 before 
losing to Ne. A-seeded 
Maryland in the NCAA 
tourney. But Banghart, 
who has a master's de- 
gree in leadership devel- 
opment, expects mere of 
her players than great 
play: They must adhere to 
Princeton's tough aca- 
demic standards tee. 



Kalanick holds the rare distinction 
of being one of the country's most 
successful CEOs and also one of its 
most polarizing. In the past year 
the 38-year-old and his ubiquitous 
ride-sharing company faced muiti- 
ple public-relations firestorms over 
privacy concerns involving cus- 
tomer data, the safety of passen- 
gers, and insensitive comments re- 
portedly made by Uber executives 
[including Kalanick]. But while he 
was losing the public-relations bat- 
tles, he was leading— and win- 
ning— a broader business war with 
taxi companies, regulators, and 
competitors. At the beginning of 
201^, Uber was in 60 cities; now it's 
in more than 250. Investors peg its 
value at a mind-boggling $^1.2 bil- 
lion. Even more remarkable may be 
how Uber's deceptively simple app 
has changed the transportation 
landscape. Uber cars in New York 
City now outnumber the iconic yel- 
low cabs. New York won't be the 
last place that happens. 
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JIMMY FALLON 

HOST /THE TONIGHT 
SHOW 

In a time slot dominated 
by barbed-tengued crit- 
ics, Fallen has led late- 
night TV— and his nearly 
A millien nightly viewers, 
"ceveted younger deme," 
and 6.7 millien YouTube 
fellewers— to an unapel- 
□geticjoy, filled with hip- 
hep dance-effs, lip-sync 
battles, and Everyman 
effervescence. It's an im- 
probable cultural feat: 
Afterjust a year on the 
job— and surrounded by 
Twitter wars, celebrity 
smackdowns, and caus- 
tic commentary— Fallen 
is making "nice" seem 
pretty ceel. 
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DANIEL BARENBOIM 

GENERALMUSIC 
DIRECTDR/BERLIN 
STATE DPERA 

The Argentina-born pia- 
nist and cenducter, who 
holds both Israeli and 
Palestinian citizenship, 
has long used his prom- 
inence te try to nurture 
peace in the Middle East, 
founding with the late 
scholar Edward Said 16 
years age the West- 
Eastern Divan Orchestra 
te bring tegetheryeung 
Israeli and Arab musi- 
cians. "You can't make 
peace with an orches- 
tra," he once told The 
Guardian. But you can 
"create the conditions 
for understanding." 
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ADAM SILVER 

COMMISSIONER/NBA 

Just three months into 
his term, Adam Silver 
wen accelades for defus- 
ing a crisis by banning 
L.A. Clippers owner Don- 
ald Sterling [till then one 
□f Silver's employers] 
from the NBA for his rac- 
ist comments. The new 
cemmish is energetic 
and creative. He's talking 
about shortening the 
preseasen te alleviate 
the grueling demands on 
players and tweaking the 
playoff structure te im- 
prove competitiveness. 
He has even endorsed a 
form of legalized betting, 
which could pay off for 
the league. 
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RICHARD LIU 

FOUNDERANDCEO/ 

JD.COM 

Richard Liu runs his busi- 
ness big. His e-com- 
merce giant [and Ali- 
baba rival] JD.com has a 
delivery team of more 
than 20,000 people so 
as to guarantee same- 
day service in 130 dis- 
tricts and counties in 
China. But Liu, who may 
well be a billionaire after 
the company's IPO last 
year, leads with a mighty 
small ego. He hasfew of 
the trappings of a celeb- 
rity CEO and still spends 
a day every year as a 
JD.com deliveryman. 
Yeah, that's him— on the 
tricycle scooter. 


Cl 

IN ADDITION 
TO HANDLING A 
VERY CHARGED 
AND DIVISIVE 
SITUATION, 
ADAM SILVER 
HAS CONTINUED 
TD MAKE GREAT 
PROGRESS 
EXPANDING 
THE NBA 
FRANCHISE 
GLOBALLY.” 

KENCHENAULT 

CED/AMERICAN EXPRESS 
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JDHN MACKEY 

CO-CEO, CO-FOUNDER/ 
WHOLE FOODS MARKET 

When Mackey co- 
founded the precursor to 
Whole Foods in 1978, 
natural and organic 
products were for hip- 
pies. Now the Austin- 
based retailer is not only 
tapping into consumers' 
shifting habits but wield- 
ing powerful influence in 
a food movement that 
has changed the way 
people eat and affecte'd 
everything from farming 
to labeling. Mackey is also 
leading another move- 
ment— this one called 
"conscious capitalism"— 
that urges a more ethical 
way of doing business. 
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AKIRA MIYAWAKI 

DIRECTOR/JAPANESE 

CENTERFORINTL. 

STODIESINECOLOGY 

Miyawaki, a professor 
emeritus at Yokohama 
National University, has 
spent his life promoting 
the benefits of native for- 
ests— more readily re- 
stored when land is dam- 
aged and more effective 
at fighting climate 
change than forests 
dominated by imported 
species. Now 87, he has 
planted ^0 million trees 
in 15 countries, including 
new woodlands in his na- 
tive Japan. The trees, it 
seems, are much better 
shields against a tsunami 
than concrete barriers. 
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BY 

PATRICIA 

SELLERS 


The 

Unluckiest 



UNIVERSITYOFVIRGINIACHIEFTERESA SULLIVAN HAS PERSEVERED 
THROUGH AN ABORTED COUP, THE AFTERMATH OF TWO STUDENT 
MURDERS, A SGANDAL OVER AN ALLEGED GANG RAPE, AND 
THE REGENT FALLOUT FROM THE BLOODY ARREST DF A BLADK 
STUDENTBYWHITEOFFICERS.DDESTHATMAKEHERAGODBLEABERV 
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W HEN ROLLING STONE 

published a 9,000-word 
article last fall about 
an alleged gang rape at 
a University of Virginia 
fraternity, it plunged the 
campus into turmoil. The 
story presented a frightening portrait of a school 
where sexual assaults were common. It pointed 
to disturbing deficiencies— going all the way to 
the top— in the school’s handling of the incident. 

How did UVA’s president, Teresa “Terry” 
Sullivan, respond to the brewing crisis? She left 
town. Just hours after the story broke and lit up 
the Internet, she boarded a plane to Amsterdam to 
attend an education conference. Three days later 
she suspended social activities at all UVA fraterni- 
ties and sororities, a move that exposed her to new 
criticism: that she had swung from underreact- 
ing to overreacting. Before a consensus could be 
reached on her approach in the weeks that fol- 
lowed, she caught a break: Rolling Stone acknowl- 
edged that its article was full of holes. Now, a few 
months later, as Sullivan has taken long-term steps 
to prevent sexual violence at the school, she is 
starting to draw praise. 

Welcome to managing in the maelstrom. 


“We don’t get to ehoose our adversity,” says Sullivan, who has 
eertainly faeed plenty of it. In the five years sinee she arrived in 
Charlottesville as the first woman to lead the sehool founded 
by Thomas Jefferson, she has grappled with the effeets of the 
Rolling Stone artiele, two high-profile murders of students, 
and most reeently, demonstrations over the bloody arrest of a 
20-year-old blaek student by white ofheers outside a loeal pub. 

That’s not even eounting the most direet challenge she has 
faced. In 2012, UVA’s board of visitors ejected her, leaving her 
out of a job for 18 days until a grassroots rebellion returned her 


to the presidency. That she is still 
standing is extraordinary. 

Sullivan’s experience is proof 
that you can’t judge leadership 
without considering context. No 
leader aspires to tread water, but 
if you’re tossed into the Pacific 
when a tsunami strikes, merely 
surviving is an achievement. 

That’s the paradox of Sullivan: 

Critics, including board mem- 
bers, find her plodding and 
bureaucratic; even supporters 
would give her just a “B.” Still, 
she’d get an “A” if the subject 
were reboundingfrom disaster. 

THERE WERE many skeptics in 
2010 when UVA recruited Teresa 
Sullivan to replace John Cas- 
teen, a charismatic fundraising 
powerhouse with a 20-year 
tenure. Sullivan, then provost of 
the University of Michigan, had 
never run an institution or raised money or reported to 
a board. She had been an eminent sociologist specializ- 
ing in labor force demography. (Sullivan has written six 
books, including two on middle-class debt with Eliza- 
beth Warren, the Harvard professor turned senator.) To- 
day Sullivan is in charge of a $2.8 billion budget, 17,000 
employees, and some 21,000 students at 11 schools and 
a medical center. (I graduated from UVA in 1982.) 

At 65, Sullivan comes across more like a grandmoth- 
er than a chief executive. Welcoming me into her office, 
she explains that Casteen kept his desk near the door; 
she put hers in the back corner. “Behind the jungle,” she 
tells me, pointing to a couple of big, leafy potted plants. 

Pleasant and plainspoken, Sullivan acknowledges 
that she prefers her privacy (though she makes a point 
of being omnipresent at campus events.) She also 
discounts the importance of leaders, herself included. 
“Sociologists are very suspicious of biographical expla- 
nations of leadership,” she says. “It’s a mistake to see 
leadership as a function of the individual.” Americans 
tend to have a destructive overemphasis on the indi- 
viduals in charge, she says: “We do too much naming, 
blaming, and changing.” By contrast, Sullivan aspires 
to be what she calls “a sustainable leader who builds a 
team and leads collaboratively.” 



Sullivan ascends 
to UVA's Rotunda 
in June 2012 to 
give her farewell 
address. The huge 
demonstration 
caused UVA's board 
to reinstate her. 
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OVA’S SULLIVAN 



FIVE 
YEARS 
OF CRISES 


TERESA 
SULLIVAN 
HAS FACED A 
STREAM OF 
VIOLENCE AND 
CALAMITIES AS 
PRESIDENT 
OF UVA. 


2014 2015 


AN UNDERGRADUATE MURDERS 
A FELLDW STUDENT 


A PRESIDENTIAL CDUP IS 
UNDDNEAFTERABIGPRDTEST 


ANDTHER DEATH-PLUS UVA IS 
SCRUTINIZED FOR SEXUAL ASSAULT 


THIS TIME IT’S ABOUT RACE: 
UVA MAKES HEADLINES AGAIN 


IN MAY, Gnly months after Sullivan 
was named UVA's president— but 
three months before she took 
offioe— student laorosse player 
Yeardley Love was killed by George 
Huguely V, her former boyfriend 
and a star on the men s laorosse 
team. Huguely was oonvioted of 
murder and is serving a 23-year 
sentenoe. Sullivan oversaw new 
student eduoation on domestio 
violenoe and "bystander interven- 
tion training." 


ON JUNES, less than two years into 
her term, Sullivan was oonfronted 
by board reotor Helen Dragas 
and vioe reotor Mark Kington, 
who asked for her resignation. 

By June 18, when Sullivan 
appeared before the board for 
a farewell speeoh, there had 
been a populist uprising at the 
university. On June 26 the board, 
faoing a torrent of oritioism, 
voted unanimously to reinstate 
Sullivan as president. 


IN SEPTEMBER freshman Hannah 
Graham went missing. After six 
weeks her remains were found; a 
33-year-old looal man was later 
oharged with her murder. A media 
firestorm erupted on Nov. 19, when 
Rolling Stone published a story 
about an alleged gang rape at a 
UVA fraternity. Sullivan left town, 
then, on Nov. 22, suspended sooial 
aotivities at all UVA fraternities and 
sororities. On Deo. 5, Rolling Stone 
apologized for its artiole. 


SULLIVAN BEGAN the year still 
addressing ways to prevent 
sexual assault. In January she 
lifted the suspension on sooial 
aotivities and announoed 
new safety rules. On Maroh 18, 
2D-year-old blaok student 
Martese Johnson was bloodied 
by white offioers during an 
arrest after Johnson was denied 
entry to a bar. Student protests 
erupted within 2^ hours of 
the inoident. 


Her view has been shaped not only by her time at 
UVA, but also by her ehildhood. Sullivan grew up an 
only child in segregated Little Rock. Her father was a 
criminal lawyer with many black clients. On weekends 
he would take her along as he called on clients in rural 
Pulaski County. “He usually left me with Pop Lloyd, 
who had been convicted of manslaughter for killing 
his wife,” Sullivan recalls. Her father led by example, 
showing her that empathy and trust can unite diverse 
groups. “Sometimes we’d have Sunday dinner with the 
Pulaski County jailer. He would let me in the cell with 
the female prisoners, and they’d braid my hair,” Sul- 
livan says. “Today this would break a million laws.” 

Her dad died from a heart attack when Sullivan was 
11. She and her mother, a VA hospital nurse, moved to 
Jackson, Miss.— on the day in 1963 when a white su- 
premacist killed civil rights leader Medgar Evers there. 


Sullivan went to school a few blocks from the state capitol, 
where she saw crowds demonstrate for and against integration. 

Sullivan graduated first in her high school class, then went to 
Michigan State, where she fell in love with her future husband, 
Doug Laycock, and a field of study. Sullivan got a Ph.D. in 
sociology at the University of Chicago and then a job teaching 
at the University of Texas, where she later moved into manage- 
ment. “I didn’t have a burning desire to be an administrator,” 
she says, ‘Tut I did have a burning desire to solve problems.” 

Analytical and adept at working the system, she quietly 
pushed for changes, including the creation of a maternity 
policy when she was pregnant with her second child. At the 
University of Michigan, where Sullivan moved in 2006, she 
was provost under then-president Mary Sue Coleman. “Terry 
is an enormously complex individual and very, very smart,” 
says Coleman, explaining that she provided a steady hand in 
helping the school navigate the financial crisis. 
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n OVA’S SULLIVAN 



In 2012, Helen 
□ ragas and Paul 
Tudor Jones 
viewed Sullivan as 
tee passive and 
not a visionary. 
They wanted a 
different president. 


“THE CROWD PARTED LIKE THE 
RED SEA,” SULLIVAN RECALLS 
DFTHETHRDNGS WHO HELPED 
OVERTURN HER OUSTER. 


Sullivan arrived at UVA three months after 22-year-old 
student athlete Yeardley Love was killed by George Huguely, 
her ex-boyfriend and a star on the UVA laerosse team. So from 
day one, Sullivan was foreed to reaet to events. She staged a 
“day of dialogue” that brought more than 1,500 students to- 
gether to diseuss how to prevent violenee. She also implement- 
ed voluntary sessions on ‘Tjystander intervention training.” 

But Sullivan was thoroughly unprepared for a different kind 
of ehallenge: the hard-driving business types on UVAs board 
of visitors. It’s like a eompany board, exeept that the members 
are appointed by Virginia’s governor, typieally as a reward 
for eampaign eontributions. The members ehoose the reetor, 
who is equivalent to a board ehair. The ineoming reetor when 
Sullivan arrived was Helen Dragas, who has a BA and an MBA 
from the university. Dragas, 53, heads a real estate develop- 
ment eompany that her father founded. She is, by all aeeounts, 
impatient, iron-willed, and used to running her own show. 

Sullivan and Dragas are the first women to hold their posts 
at UVA— whieh didn’t graduate its first elass of female students 
until 1974 . That’s about all they have in eommon. Opposites in 
personality, they’ve never found a way to get along. As Dragas 
fretted that rivals were leaving UVA in the dust in online edu- 
eation and other new potential sourees of revenue, she pushed 
Sullivan to eome up with a fresh strategy. Sullivan resisted, 
failing to deliver anything detailed enough for Dragas and the 
board. They viewed Sullivan as an able administrator, but wor- 
ried that she had an awkward publie presenee and laeked the 
soeial finesse eritieal to eourting wealthy donors. 

Sullivan sensed the tension, but she had no elue what was 
eoming when Dragas asked for a meeting with her and viee 
reetor Mark Kington on a Friday in June 2012. “They handed 
me a letter of resignation,” Sullivan reealls. “They said I had 
lost the eonfidenee of the board. The faeulty didn’t like me. The 
students didn’t think mueh of me. And I had not developed 
eonneetions with alumni.” Sullivan disagreed, but she didn’t 


resist. “They had their minds made up,” she says. 
“It was not a negotiation.” 

Crities piled on. Hedge fund titan Paul Tudor 
Jones, an alum and UVA’s biggest living donor, 
published an op-ed in the Charlottesville Daily 
Progress, eiting a “few alarming faets” ineluding that the 
university’s rank in U.S. News & World Report had fall- 
en to No. 25 from No. 15 in 1988. “UVA needs proaetive 
leadership to mateh the paee of ehange,” Jones wrote. 

But the story quiekly turned. Dragas had worked 
behind the seenes to persuade board members to 
agree to push Sullivan out. The board’s bylaws did not 
require a formal vote or publie diselosure. The sense 
of seeret maneuvering infuriated faeulty and other 
supporters. Ten days after her ouster, as Sullivan went 
to deliver a farewell address to the board, thousands 
of people— faeulty, parents, alums, townies, students 
attending summer elasses— eonverged on UVA’s Lawn. 
As Sullivan walked up the steps of the Rotunda, a 
woman behind her held a purple umbrella as a signal 
to elear the way. “The erowd parted like the Red Sea,” 
reealls Sullivan. She ealls the entire experienee “weird.” 

Sullivan insists she had no desire to ask for her job 
baek. She just wanted to defend her reeord. “Corporate- 
style top-down leadership doesn’t work in a great uni- 
versity,” she told the board that day. “Being an ineremen- 
talist does not mean I laek vision.” Eight days later, after 
Virginia’s governor said he’d ask the board members to 
resign if they didn’t unite on a plan for UVA’s leader- 
ship, they unanimously reinstated her. (Dragas says the 
board wanted “a eonerete strategie and finaneial plan. 
Had we reeeived even a reasonable approximation of 
that, the drama of 2012 would never have unfolded.”) 

Some people were amazed Sullivan would return 
after the upheaval. “A lot of people put their jobs on 
the line for me,” she says, “and I eouldn’t turn my 
baek on them.” (There’s also the job’s pay, $675,000, 
and its prestige.) She showed no hint of publie anger. 
“The most important thing was how I behaved,” 
Sullivan says, “not how I felt.” 
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n OVA’S SULLIVAN 


“MY NATURAL TENDENCY IS 
TO SHUT down; SULLIVAN 
SAYS OF HER PERSONALITY. 
'TMINCLINEOTOWARO 
INTROSPECTION ANO NOT LETTING 
THE EMOTION OVERTAKE THAT.” 


Her dispassion doesn’t always play well in a soeial media era 
when bad news moves around the world instantaneously, and 
erisis managers are expeeted to be nimble, bold, and empa- 
thetie. “My natural tendeney is to shut down,” Sullivan admits. 
She’s self-eonseious about being a woman in charge: “There’s 
a negative stereotype of women being overemotional and thus 
not able to lead.” On a deeper level, she says, “I’m inclined to- 
ward introspection and not letting the emotion overtake that.” 

Her leadership philosophy: “Don’t overreact. Reason my 
way to a solution. And keep the good of the school in front 
of me.” Those were her guidelines last November when she 
read the Rolling Stone article about the alleged gang rape of 
a student at UVA’s Phi Kappa Psi house. Her initial response, 
she says, was “numbness.” She acknowledges that leaving the 
country as the story exploded was “a mistake.” 

She does not, however, regret her decision to suspend social 
activities in the Greek system. After Phi Kappa Psi was vandal- 
ized and threats surfaced, she says, “I was attempting to calm 
things down.” Discrepancies emerged in the article, and, in late 
March, the Charlottesville police department announced that 
it had found no evidence that a gang rape had occurred. 

Sullivan hopes to turn the mess to the school’s advantage: 

“I want the University of Virginia to play a major role on the 
issue of sexual assault,” she says. Sullivan worked with student 
leaders on new rules to crack down on binge drinking and frat 
party excesses. Now at least three fraternity brothers must be 
“sober and lucid” at all fraternity events, and at least one must 
be on duty at each point of alcohol distribution and another 
at the stairs leading to residential rooms. “If I had come up 
with the rules, everyone would be gaming the system,” Sul- 
livan says. Collaboration “is more successful than Mama Terry 
calling the shots.” The New York Times praised the code of 
conduct as “worthy of being used elsewhere.” 


Sullivan has made strides on other fronts. She has 
increased faculty pay and research spending. She’s 
working to create institutes for professors from across 
the university to collaborate and teach. The first, an 
institute for students interested in data analytics and 
security, opened last fall. 

Sullivan has been unspectacular when it comes to 
fundraising, which is particularly crucial at a time of 
diminishing state funding. UVA reported $224 million 
in cash flow (actual money coming in) last fiscal year, 
which pales next to the $302 million her predecessor 
delivered in his peak year, 2007. But this year’s cash 
flow is up 29%, and Sullivan has managed to reel in 
some big donors. She has even been collaborating with 
Paul Tudor Jones on his passion project: a new $15 mil- 
lion Contemplative Sciences Center he is funding. 

UVA’s board of visitors is now discussing whether 
to renew Sullivan’s contract, which runs out in July 
2016. She would like to stay, but it says something 
about her that she doesn’t know if she has cemented 
enough board support to win a new contract. 

Meanwhile, Sullivan is managing one more crisis, 
this one centered on race. In March, Maltese Johnson, 
an African American student and a vice chair of the 
student-run honor committee, sustained head injuries 
when white Alcoholic Beverage Control officers tangled 
with him outside a bar. A cellphone camera caught 
him struggling and bloodied, yelling, “I go to UVA, you 
fuckin’ racists. What the fuck? How does this happen?” 
Johnson has pleaded not guilty to public intoxication 
and obstruction of justice without force. 

Within 24 hours, students began protesting. Frustra- 
tions had been rising in the wake of the deaths of black 
men at the hands of police in Ferguson, Mo., and New 
York City— just as Sullivan was struggling to deal with 
student drinking and sexual assault. Today many at 
UVA see her reaction to the Johnson incident— she 
called the governor, requested an investigation, and re- 
leased a bland statement about “seeking the truth”— as 
inadequate. Incoming student council president Abra- 
ham Axler says Sullivan has been a “friend to the student 
council and accessible” but has “struggled to provide the 
emotional leadership that the community needs.” 

Says Sullivan of the latest episode, “I did my best 
to get in front of it immediately.” She adds, “If I were 
highly emotional, I would be criticized for that.” 
Treading water all the way, Terry Sullivan has created 
a legacy. And that legacy is now her problem, ii 
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GOES THEARTMARKET 


PRICES HAVE INELATED TO 
RECORD LEVELS-BUT THAT 
MAY NOT BE GOOD NEWS EOR 
SOTHEBY'S AND CHRISTIE'S, 


BY STACY PERMAN 



I N NOVEMBER the world’s two 

biggest auetion houses reported 
that a staggering $2 billion-plus 
in eontemporary art had been 
sold in a matter of days at their fall auetions. 
A roster of pieees by Andy Warhol, Mark 
Rothko, Alberto Giaeometti, and others 
took the priees of modern and eontempo- 
rary art into a stratosphere onee limited to 
older elassies. The Dom Perignon, it 
seemed, was flowing in the exeeutive suites 
of Sotheby’s and Christie’s. 

Less than a month after the reeord aue- 
tions, the CEOs of both eompanies announeed 
they were stepping down. What in the name 
of Franeis Baeon was going on? Underneath 
the gorgeous veneer of blowout sales flgures, 
it turns out, the flnaneial pieture for the aue- 
tion houses is eonsiderably less appealing. 

Call it the art-world paradox: The mar- 
ket is euphorie, cash is gushing— and the 
French-cuffed, bespoke-suited Sotheby’s 
and Christie’s have responded by engaging 
each other in a knife fight for market share. 


RISING REVENUES, FALLING PROFITS 



20DB '07 '08 '09 2010 '11 '12 '13 'W 2006 '07 '08 '09 2010 '11 '12 '13 'l^J 



FORTUNE.COM I 105 





4 , 1,15 POP GOES THE ART MARKET 


Only in this case, it seems, they are plunging their 
ivory-handled daggers into their own legs as mueh 
as they are wounding their rivals. The proof: Last 
year Sotheby’s enjoyed a 6% inerease in revenues— 
but suffered a 9% deerease in profits. Christie’s is 
private— it strenuously insists its earnings are up- 
hut when some numbers slipped out a year ago, well, 
the trend looked a lot like Sotheby’s. 

In most industries middlemen make a mint 
when sales are soaring. That is usually not the ease 
in the world of eight- and nine-figure paintings and 
seulptures. “As art priees go up and there’s growth 
in the market, margins go down inversely,” says 
Miehael Plummer, former ehief operating ofheer of 
Christie’s Finaneial Serviees and now a prineipal in 
the art advisory eompany Artvest Partners. 

One eulprit with potential for signifieant damage: 
guarantees. Sotheby’s and Christie’s are so eager for 
the market share, prestige, and future business that 
eome with prominent sales that they have taken to 
offering sweeping indueements for the rights to aue- 
tion important pieees of art. Canny sellers are playing 
the two against eaeh other and extraeting promises 
that the houses will pay a minimum priee even if 
nobody buys the work in question. 

The bidding between Sotheby’s and 
Christie’s has beeome more frenzied 
than anything that oeeurs during 
the aetual auetion. In a number of 
instanees, the houses have extraeted 
only small, if any, fees on headline- 
making mega-sales. For example, when 
Jeff Koons’s “Balloon Dog (Orange)” 
was auetioned for $52 million in 2013, 
it was trumpeted as a reeord for a 
eontemporary pieee. But hy Fortune’s 
ealeulation, Christie’s aetually lost a 
modest sum on the transaetion. 

“I think we are in a fairly erueial 
moment in the art market,” says 
David Nash, who was a top Sotheby’s 
exeeutive before eo-founding the 
gallery Mitehell-Innes & Nash. “It 
will be interesting to see if the sort of 
reekless eompetition between Sothe- 



WILLIAM 

RUPRECHT 

“We are out of the 
guarantee business 
for a while,” the Sothe- 
by’s CEO saidinEQQB. 
Ultimately, though, 
Ruprecht oversaw 
a surge in guaran- 
tees. He announced 
his plans to leave 
inNovemberand 
stayed on through 
the end of March. 
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by’s and Christie’s to get property away from the 
other will eontinue.” 

The guarantees, as we’ll see, eould pose a real 
risk. Sometimes works don’t sell or the bidding 
doesn’t reaeh the minimum priee, and the two 
houses are inereasingly finding themselves owning 
many millions of dollars’ worth of art. The next time 
the market tumbles, Sotheby’s and Christie’s eould 
end up holding a very expensive bag. 



THE FIVE 
PRICIEST 
SALES 
IN 2014 

(EXCLUDING COMMISSIONS) 


T he rivalry between Sotheby’s and 
Christie’s just may be the longest in 
business history. After all, when 
Christie’s— the spunky upstart, relatively 
speaking— was founded in London, King George III 
was still early in his reign, eonfident that those 
bothersome eolonists on the other side of the Atlantie 
would be brought to heel. Next year will mark the 
250th year in whieh the two auetion houses have 
been eompeting vcith eaeh other, making, say. Coke 
vs. Pepsi seem like a reeent tiff by eomparison. 
Sotheby’s and Christie’s 
are the behemoths of 
their realm; together they 
eontrol 55.3% of global 
auetion revenue. 

The one time the 
duopoly made niee in 
reeent deeades, the result 
was disastrous: In the 
mid-1990s Christie’s and 
Sotheby’s were aeeused 

of eonspiring to raise eommission rates. In 2000, 
Sotheby’s pleaded guilty to eriminal priee-fixing, 
while Christie’s turned state’s evidenee. Sotheby’s 
ehief, Alfred Taubman, went to federal prison. Chris- 
tie’s head. Sir Anthony Tennant, was indieted but 
refused to fly to the U.S. to faee the eharges; he died 
years later having never gone to trial. The two houses 
paid a eombined $512 million eivil settlement to its 
elients. (The good news about the brawl these days: 
It’s hard to imagine the two are in eahoots.) 

The ease affeets the houses to this day; it foreed 
them to explore different ways of raising revenues. 
They sharply aeeelerated the use of guarantees, 
whieh they had already been experimenting with. In 
exehange for taking a risk by eommitting to eover a 
minimum sale priee, the houses would get a poten- 
tial vcindfall: a pereentage of any amount the work 
sold for above an agreed-upon priee. 

But the guarantees baekfired in 2008. The houses 
offered too mueh and reeeived too little in upside. 

In the depths of the finaneial erisis, Sotheby’s and 
Christie’s were left owning hundreds of millions of 
dollars’ worth of unsellable art. Sotheby’s reported 
losing $78 million on guarantees in 2008, wip- 
ing out three-quarters of the year’s profits. CEO 
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$90 MILLION 


$75 MILLION 


ALBERTO GIACOMETTI 

“Chariot” (above) 
Sotheby’s 


BARNETT NEWMAN 

“Black Fire I” (right) 
Christie’s 




$73 MILLION 


ANDY WARHOL 

“Triple Elvis (FerusType)” (above) 
Christie’s 



William Ruprecht vowed that “we are out of the 
guarantee business at least for a while.” 

“For a while” turned out to be the operative phrase. 
As art priees rebounded, so did guarantees. In reeent 
years, Christie’s has been viewed as the more aggres- 
^ sive player, gaining market share and making expen- 

1 sive eommitments. It now eommands 55% of the 
g fast-expanding eontemporary art market, vs. 36% for 

I its main rival. Sotheby’s has been trying to eateh up. 

I Beeause Sotheby’s is publiely owned, its finanees 

H reeeive greater serutiny. Dan Loeb, CEO of its largest 
“ shareholder. Third Point, has been espeeially voeifer- 

'< ous. When the aetivist hedge fund investor began 

3 to agitate for ehange in 2013, he slammed Sotheby’s 
I as “an Old Master painting in desperate need of 
I restoration.” He rejeeted its elaim that its ‘lower 
g market share was due to uneeonomie and predatory 
eI behavior by Christie’s.” In one of many aeid-tinged 
I publie rebukes, Loeb wrote, “It has been Sotheby’s 
^ who has most aggressively eompeted on margin, 
z often by rebating all of the seller’s eommission and, 

I in eertain instanees, mueh of the buyer’s premium to 

g eonsignors of eontested works.” 
g In May, Loeb and two allies reeeived board seats, 

s Sinee then he has gone silent about Sotheby’s in pub- 


lie (he deelined requests for eomment), and so far 
there’s little sign that he has had a dramatie impaet 
on the eompany, though he was eertainly advoeating 
a new CEO. (Rupreeht, the ehief whose departure 
was announeed in November, was slated to leave on 
Mareh 31, when Tad Smith replaees him.) 

There was plenty to irk a Dan Loeb in Sotheby’s 
2014 results, whieh it announeed in Mareh. Despite 
the epie art boom, for example, the eompany ’s profits 
were roughly half their 2007 peak. One key metrie 
was ominous: “eommission margins,” Sotheby’s rev- 
enues as a pereentage of auetion sales. That figure 
has been steadily dropping, from 16.5% in 2011 to 
14.7% in 2014. The last time the margins dropped 
to sueh levels was right before the finaneial erisis. In 
Sotheby’s earnings eall to diseuss the 2014 results, 
ehief finaneial offieer Patriek MeClymont aeknowl- 
edged that the margins shrank “due to eompetitive 
eonditions for winning high-value eonsignments.” 

Christie’s, privately owned by Freneh luxury- 
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goods tycoon Francois Pinault, reveals few finaneial 
details beyond its sales ($8.4 billion in 2014, an 
inerease of 17% from the previous year). The pieture 
looked less rosy after some rare profit numbers 
eame into view last year when ineome statements 
from Christie’s holding eompany were published 
in the Wall Street Journal. Christie’s auetion sales 
inereased from $5.3 billion in 2012 to $5.9 billion 
in 2013, but prohts dropped from $153 million to 
$123 million. Commission margins proved even 
worse than Sotheby’s, sinking from 15.2% to 10.7%. 


A uction house veterans aeknowledge 

that the quest for market share sometimes 
reaehes irrational heights. “Listen, there 
are moments of ‘Let’s just win,”’ says one 
former executive. “If we lost three in a row, it 
beeomes, ‘Let’s win this for momentum and eonh- 
denee for the team.’ It’s like any sporting event.” To 
make the eompetition more intense, a passel of 
eolleetors, dealers, and international hnaneiers have 
inereasingly been offering guarantees too. In theory, 
that should provide a safety valve for the auction 
houses, allowing them to reduee their risk. But in the 
reality of a seorehing market, it has pumped up the 
pressure for the auetion houses to make prieey 
promises. In the fall auetions some 45% of the 
important evening sales at Sotheby’s and Christie’s 
had a guarantee by the house or an investor. 


108 I FORTUNE.COM 


And so the inducements mount. Where onee 
sellers haggled with the houses over whether a pieee 
of art would be featured on the eover of the aue- 
tion eatalogue and over relatively small eosts, sueh 
as who would pay for insuring the art during the 
sale, now Sotheby’s and Christie’s routinely spend 
lavishly on glitzy marketing eampaigns and presale 
exhibitions of the works. 

They even eoneede their two fundamental fees, 
whieh form the eore of their ineome. The houses (as 
Loeb pointed out) now frequently waive the eommis- 
sions they eharge the seller, and sometimes give the 
seller a pieee of the “buyer’s premium,” the eommis- 
sion paid by the other party. Suddenly an eight- or 
nine-hgure priee tag isn’t as luerative as it appears. 

A presentation by Artvest in 2013 noted that “Chris- 
tie’s reeently seeured a high-prohle, highly valuable 
20th-eentury art eonsignment by offering the eonsign- 
or 115% of the selling priee, thus aeeepting the deal at 
a certain loss just for market share and prestige.” 

Or eonsider the sale of Giaeometti’s “Chariot” in 
November. Sotheby’s predieted that what it ealled one 
of the “dehnitive aehievements of 20th-eentury art” 
would set a reeord— above $100 million. It promised 
the seulpture’s owner, Greek shipping heir Alexander 
Goulandris, that he would reeeive a minimum priee. 
But the outsize hopes hzzled. The bronze seulpture 
attraeted only one bidder, later revealed to be hedge 
fund billionaire Steve Cohen, who obtained the 
work for $90 million (plus an $11 million buyer’s 
premium). The Giaeometti now rates as one of the 
most expensive seulptures ever sold at auction— but 
the house reportedly lost several million on the deal. 
(Sotheby’s deelined to eomment on individual sales.) 
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CHARLIE FORGHAM-BAILEY/eYEVINE — REDUX 



Critics charge that guarantees laek transpareney 
and are a minefield of eonfliets of interest, favorit- 
ism, and inside information. The auetion house is 
required to diselose the existenee of a guarantee but 
not the name of the person making it or the amount. 
That opaeity feeds tales of guarantors, their identities 
unknown to other potential buyers, bidding up the 
priees on lots in whieh they have a finaneial stake. 

There’s no mystery, eounters Sotheby’s eo-head of 
eontemporary art, Alexander Rotter. “We are a pub- 
lie eompany,” he says. “Auetions are publie. When 
someone bids $5 million on a painting, it is elear 
what the bid is and what is paid. It is mueh more 
transparent than the private market.” 

Rotter’s equivalent at Christie’s, Brett Gorvy, is 
similarly dismissive. “There is no big seeret going 
on,” he insists. If there is a pereeption of opaeity, he 
says, it derives from the eonfidentiality of the agree- 
ment between the house and the seller, put in plaee 
to protect the seller. “It doesn’t affeet the mentality 
of the buyer,” he says. “It’s a private deal, one be- 
tween the seller and auetion house. It is not relevant 
in determining the priee of a work.” 


S OTHEBY’S AND CHRISTIE’S showno signs 
of dialing baek their use of guarantees— 
and it’s elear they are material to the 
eompanies’ finanees. It’s worth noting that 
the soaring seale of art priees ean ereate the impres- 
sion that, say, Sotheby’s is mueh bigger than it aetually 
is. Yes, the eompany handled $6.7 billion in sales last 
year, but its aetual revenues were $938 million. 

As of right before the November sales, Sotheby’s 
had guaranteed $170 million worth of art. The eom- 
pany has doubled the upper limit on its outstanding 
auetion guarantees from $300 million to $600 mil- 
lion, aeeording to its finaneial statements. By 
eomparison, Sotheby’s had $116 million in profits last 
year, aeeording to S&P Capital IQ, and $420 million 
in cash and equivalents at the end of 2014. 

There’s a seeond telling metrie in Sotheby’s 
finaneials: the value of its “inventory,” guaranteed 
property that didn’t sell (or to a mueh lesser degree, 
art that buyers defaulted on). That number has 
quintupled, from $32 million in 2012 to $158 mil- 
lion last year. When an item doesn’t sell at auetion, 
it is eonsidered tarnished. It’s either kept off the 
market for several years or sold off privately at a 
steep diseount. Either way, the pieee ineurs losses, 
though they ean be hard to see on the finaneials 
beeause of the time lag and the faet that they’re not 
broken out as their own eategory. 

The two houses insist they faee no signifieant risks 
from their priee eommitments. “Sotheby’s has been 
strategie and prudent with guarantees and uses them 
when we feel strongly about the artwork and eonfi- 
dent in our ability to sell it for our eonsignors,” says a 


eompany spokesperson. “That will eontinue this year.” 
Says Christie’s Gorvy: “We take a ealeulated risk... 

We are not gambling blindly.” He says a high-value 
work with a guarantee, sueh as Koons’s “Balloon Dog,” 
may not generate a profit on its own, but it brings in 
buyers for other works who make the overall auetion 
profitable. A Christie’s spokesperson adds that its 
eatalogues alert potential buyers as to whieh artworks 
are “subjeet to a minimum priee guarantee or if the 
eompany has a finaneial interest in a lot.” 

Both firms seem to be addressing their shrink- 
ing profit margins only around the edges. Christie’s 
implemented a new 2% “sueeess fee,” eharged to 
sellers whose artwork exeeeds the high estimate. In 
February, Sotheby’s raised its rates for buyers (for 
instanee, applying a 25% fee on the first $200,000 
paid, rather than on, as previously, the first 
$100,000). But those seem like ineremental steps 
rather than a long-term strategy. 

After 214 eenturies of eompetition, is either of 
the antagonists likely to ease up in the blood feud 
for market share and focus more on profits? Asking 
the question, as the old phrase goes, seems to be 
its own answer. For now the two will keep playing 
the guarantee game, something Artvest’s Plummer 
likens to “mortgaging your house and then going to 
Vegas.” As he puts it, “It may be an edueated-guess 
bet you are making about the market. But that 
doesn’t aeeount for sudden and unexpeeted things 
to happen in the larger maeroeeonomie 
world.” Many billionaire art buyers these 
days eome from eountries eneountering 
turbulenee, sueh as Russia (sanetions, a 
plunging eurrency) and China (a slow- 
ing eeonomy). The last art plunge was 
only seven years ago. Even eompanies 
that are eenturies old, it seems, ean 
forget history, 
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Christie’s CEO 
surprised observers 
by stepping down at 
the endof last year 
after fouryears in the 
job. The company’s 
announcement did 
not efferareasonfor 
his departure. 
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WHILE YOU WERE OUT 


More Time With the Family? 

When a formerly powerful exec leaves behind corporate life, filling the hours becomes the new great game. 

By Stanley Bing 


A FEW WEEKS AGO, Google CFO 

J3LX 


eight or nine hours until dinnertime. 

Patrick Pichette made a big splash 



During those long, languid hours, he 


among the digerati when he resigned 
from his august eorporate position 
to “spend more time with his family.” 

Aware, perhaps, that the explana- 
tion might engender some snickering, 
he penned a letter of farewell to all 
that (which went viral), and offered a 
lengthy and thoroughly Google-ish dis- 
quisition elaborating on all the wonder- 
ful things he would do vdth his family 
for the rest of his life— he’s 52— includ- 
ing trips to Kilimanjaro and other 
adventures. “I could not find a good 
argument to tell Tamar we should wait 
any longer for us to grab our backpacks 
and hit the road,” he YTote. Tamar is his 
wife. Me, I imagine those are some high-end backpacks. 

Don’t get me YTong. I don’t mean to cast aspersions. Per- 
haps I’m just jealous. I’ve always wondered what life was like 
for those who, after a lifetime of wage slavery, are launched 
from the bosom of the corporation. I decided to take a look 
at what happens when formerly powerful and overscheduled 
revenue engines abruptly find themselves living the dream. 
Was Pichette typical? 

Coincidentally, thanks to recent downsizing events in a 
wide range of industries, there seem to be more than a few 
such individuals who are spending more time with their 
families. My friend Brewster is one such. I went to see him to 
find out what it’s like. 

From the beginning, apparently, it’s been pretty wonder- 
ful. He was used to waking up at the crack of davm for about 
25 years or so. “Now I can sleep as late as I want,” he told 
me, which, in his case, often means staying in the haystack 
and lounging about until 7:00 or 7:15 a.m. “Then I feel like 
I’m going to jump out of my skin,” he said with a chuckle. 
Wow, I thought. That’s luxury. He then waxed rhapsodic 
about the time he gets to spend with his high-school-age 
kids, who now actually have an opportunity to say hello to 
him on their way out of the house with a Pop-Tart in their 
mouths. Then he gets to spend more time with his wife for 
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can surf the many websites that hold 
the minute-by-minute news of the day. 
For so long he barely had time to think 
about things amid the crush of daily 
duties and insanities. Now he has am- 
ple chance to review deals taking place 
in his business universe that he’s not 
involved in, read about the exploits of 
former colleagues, follow their promo- 
tions, rejoice in the success of former 
subordinates, and ruminate on how his 
company’s stock is doing now that he 
no longer receives any options in it. 

A while ago, because a person has to 
do something other than enjoy himself, 
he took up golf and spent more time 
vdth his family by disappearing off to a golf course for several 
hours a day. This was more fun than he expected, since it gave 
him a chance to hang vdth other folks who were spending 
more time vdth their families as well. There was also the joy 
of discovering athletic prowess he never knew he possessed. 
He now reports that, after allocating additional family time to 
some serious lessons, he has no doubt that he’ll soon pull his 
handicap dovm into the double digits. 

When I last caught up with my friend, he was at home, 
sitting on his patio while his family cavorted in the backyard. 
It was one of the first warm days of spring, the barbecue 
was going, and I didn’t want to disturb this bucolic scene, 
but I had to ask him: “Dude, why are you in a business suit? 
Wouldn’t you enjoy spending more time with your family 
even more if you were kickin’ it in some comfy Bermudas 
with a feisty glass of Pinot by your side?” 

“Dude,” he replied, poking at his phone in what I can only 
describe as quiet frenzy. I could see he was on Linkedin. 
“Something may pop any minute.” 

I said goodbye. Then I went back to spend more time at 
the office, 

Follow Stanley Bing at stanleybing.com and on Twitter 
at @thebingblog. 
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Get the sanne great rate 

on our 12-Month CD and IRA CD? 


1 20 % 

Call 1-800-753-6592 or visit us at myoptimizerplus.com. 

^to get started using pranna.cade.FQRTUNEM12B_ 


To learn more about our IRA CD, talk to one of our Banking Representatives. | 

Two years in a row! We hove been recognized 
again by Bankrate.com® and MONEY® Magazine.^ 


on 

balances 
of $2,000 
or more 


12-Month CD 
and IRA CD 


optimizer^p’''®” 

Great Rates + Safety = Peace of Mind. 


Save for the future. 
Enjoy the journey. 


' Annual Percentage Yield (APY) is accurate as of 3/5/15 and subject to change at any time without notice. The minimum balance required to earn the advertised APY is 
$2,000 and must be deposited in a single transaction. Accounts with balances of $2,000 or more earn 1.20% APY. The minimum balance to open a CD or an IRA CD is 
$2,000. A penalty may be imposed for early withdrawals. Fees may reduce earnings. After maturity, if you choose to roll over your CD or IRA CD, you will earn the base 
rote of interest in effect at that time. Visit myoptimizerplus.com for current rotes, terms and account requirements. Offer applies to personal accounts only. Funds must come 
from a source outside Synchrony Bonk. 

^ IRAs cannot be opened online. Synchrony Bonk does not provide tax advice. Please consult your tax advisor for actual advantages and any potential tax implications before 
establishing or making contributions to an IRA. 

^ From MONEY® Magazine, November 2014 © 2014 Time Inc. Used under license. MONEY Magazine and Time Inc. are not affiliated with, and ^ , 

do not endorse products or services of. Licensee. Synchrony Bank has received the Bankrate.com® Top Tier award for consistently offering annual IV10ni DSf 
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